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NOTICE TO UNITED STATES SHAREHOLDERS 


The solicitation in respect of the transactions contemplated herein is made in the United States for securities of a 
Canadian issuer in accordance with Canadian corporate and securities laws. Shareholders should be aware that 
disclosure requirements under such Canadian laws differ from disclosure requirements under United States law. 
Financial statements included in the document have been prepared in accordance with Canadian accounting standards 
that may not be comparable to financial statements of United States companies. 


Enforcement by Shareholders of civil liabilities under United States securities laws may be affected adversely by 
the fact that Sun Life and Clarica are organized under the laws of a jurisdiction other than the United States, that some 
of their officers and directors are residents of countries other than the United States, that some or all of the experts 
named in this Circular may be residents of countries other than the United States, and that all or a substantial portion of 
the assets of Sun Life, Clarica and such persons may be located outside the United States. 


NEITHER THE SUN LIFE SHARES NOR THE EXCHANGEABLE SHARES HAVE BEEN APPROVED OR 
DISAPPROVED BY THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION OR ANY STATE 
SECURITIES COMMISSION NOR HAS THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION 
OR ANY STATE SECURITIES COMMISSION PASSED ON THE ADEQUACY OR ACCURACY OF THIS 
CIRCULAR. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 


Prospective investors should be aware that the transaction contemplated hereby may have tax consequences both 
in Canada and in the United States. Such consequences for investors who are resident in, or citizens of, the United 
States may not be described fully. See ‘‘Tax Considerations for Clarica Shareholders — United States Federal Income 
Tax Considerations’? and ‘“Tax Considerations for Clarica Shareholders — Canadian Federal Income Tax 
Considerations — Non-Residents of Canada’’ for certain information concerning tax consequences of the Transaction 
for Shareholders who are United States taxpayers. 


NOTICE OF SPECIAL MEETING 
OF SHAREHOLDERS AND VOTING POLICYHOLDERS 


To: Our Shareholders and Voting Policyholders 


A special meeting (the ‘‘Special Meeting’’) of holders of common shares (‘‘Clarica Shares’’) and voting 
policyholders of Clarica Life Insurance Company (‘‘Clarica’’) will be held on Wednesday, March 6, 2002 at 10:00 a.m. 
at the Metro Toronto Convention Centre (North Building, Room 106), 255 Front Street West, Toronto, Ontario to: 


il, consider and, if deemed advisable, to pass a special resolution (the ‘“Transaction Resolution’’) of the 
Clarica shareholders, voting separately as a class, and of the Clarica shareholders and policyholders eligible 
to vote, voting together, to approve (i) Clarica’s By-Law No. 5 providing for the amendment of Clarica’s 
By-Law No. 3 to provide for the exchange by Clarica shareholders of each of their Clarica Shares for 1.5135 
common shares of Sun Life Financial Services of Canada Inc. (“‘Sun Life’’), (ii) the waiver of the 
application of Clarica’s shareholder rights plan to the transaction described in (i), and (ili) other matters 
incidental thereto, the full text of this resolution being set forth in Schedule A to the attached proxy circular 
of Clarica dated January 11, 2002 (the ‘‘Circular’’); and 


De transact any other business properly before the Special Meeting or any adjournment thereof. 


The Circular accompanying this Notice provides additional information relating to the business to be conducted at 
the Special Meeting. Any shareholder or policyholder may obtain a copy of the Circular upon request made to 
CIBC Mellon Trust Company at the address set out below. 


Holders of Clarica Shares have been offered a contractual right to dissent in respect of the Transaction Resolution 
and to be paid the fair value of their Clarica Shares in common shares of Sun Life. This right is described in the 
Circular. The dissent procedures require that a shareholder who wishes to dissent must send to Clarica, to be received 
by it not later than 2:00 p.m. on the last business day before the Special Meeting, a written notice of objection to the 
Transaction Resolution and otherwise comply strictly with the dissent procedures described in the Circular. Failure to 
comply strictly with the dissent procedures will result in the loss or unavailability of the right of dissent. See 
‘‘Dissenting Shareholders’ Rights’’ in the accompanying Circular. Beneficial owners of Clarica Shares registered in the 
name of a broker, custodian, nominee or other intermediary who wish to dissent should be aware that ONLY 
REGISTERED OWNERS OF CLARICA SHARES ARE ENTITLED TO DISSENT. 


Only holders of record of Clarica Shares at the close of business on January 17, 2002, will be entitled to vote at the 
Special Meeting or any adjournment or postponement thereof, except that a person who has acquired Clarica Shares 
subsequent to January 17, 2002 will be entitled to vote such shares, instead of the holder of record on January 17, 2002, 
upon making a written request to that effect not later than 10 days preceding the date of the Special Meeting or any 
adjournment or postponement thereof, to the Corporate Secretary of Clarica, 227 King Street South, Waterloo, Ontario 
N2J 4C5, and establishing ownership of such shares. 


Only voting policyholders (being all holders of Clarica participating policies and all holders of Clarica non- 
participating policies issued by The Mutual Life Assurance Company of Canada on or before March 31, 1995) at the 
close of business on February 25, 2002 (or, if the Special Meeting is adjourned or postponed, voting policyholders of 
record on the tenth day preceding the date to which the Special Meeting is adjourned or postponed), will be entitled to 
vote at the Special Meeting or any adjournment or postponement thereof. 


If you are unable to attend the Special Meeting in person, please exercise your right to vote by completing 
the enclosed form of proxy and returning it in the envelope provided to CIBC Mellon Trust Company, 
200 Queen’s Quay East, Unit 6, Toronto, Ontario M5A 4K9, Attention: Proxy Department or faxing it to CIBC 
Mellon Trust Company, Attention: Proxy Department, at 416-368-2502. In order to be valid for use at the 
Special Meeting, proxies must be received by CIBC Mellon Trust Company at any time prior to 5:00 p.m. 
(Toronto time) on March 5, 2002, or, if there is an adjournment or postponement of the Special Meeting, on the 
day (excluding Saturdays, Sundays and statutory or civic holidays in Toronto, Ontario) preceding the date to 
which the Special Meeting is adjourned or postponed or, in either case, may be deposited with the Chair or the 
scrutineers of the Special Meeting (as scheduled or as adjourned or postponed) prior to the commencement of 
the Special Meeting or such adjourned or postponed Special Meeting. 


By ORDER OF THE BOARD OF DIRECTORS 


Ltda 


Mary E. Duncan 
Senior Vice President, General Counsel and 
Corporate Secretary 

Waterloo, Canada 

January 11, 2002 
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CLARICA PROXY CIRCULAR 


This Circular is furnished in connection with the solicitation of proxies by and on behalf of the management 
of Clarica. The accompanying form of proxy is for use at the Special Meeting and at any adjournment or 
postponement thereof and for the purposes set forth in the accompanying Notice of Meeting. A glossary of 
certain terms used in this Circular can be found on pages 12-14 of this Circular. 


REPORTING CURRENCY 
AND FINANCIAL INFORMATION 


All amounts in this Circular are expressed in Canadian dollars (‘‘$’’), unless otherwise indicated. - 


Except as set forth below, all financial statements and financial data derived therefrom included or incorporated by 
reference in this Circular, including the unaudited pro forma consolidated financial statements of Sun Life, have been 
prepared and presented in Canadian dollars in accordance with Canadian GAAP. Financial statements relating to 
Keyport incorporated by reference in this Circular have been prepared in accordance with U.S. GAAP and, at and for 
the years ended December 31, 2000 and 1999, contain a reconciliation to Canadian GAAP. U.S. GAAP differs in 
certain significant respects from Canadian GAAP. The financial information relating to Keyport contained in this 
Circular (other than items incorporated by reference) has been prepared in accordance with Canadian GAAP. 


CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS 


Certain statements included or incorporated by reference herein constitute ‘‘forward-looking statements’’. All 
statements, other than statements of historical fact, included or incorporated by reference in this Circular that address 
activities, events or developments that Clarica, Sun Life or their respective management expect or anticipate will or 
may occur in the future, including such things as anticipated cost synergies resulting from the Transaction and business 
strategies for the integration of the two companies, are forward-looking statements. These forward-looking statements 
can be identified by the use of forward-looking words such as “‘may’’, “‘expect’’, ‘‘intend’’, “‘estimate’’, “‘anticipate’’, 
“‘believe’’ or “‘continue’’ or the negative thereof or similar variations. These forward-looking statements are based on 
certain assumptions and analyses made by Clarica, Sun Life and their respective management, in light of their 
experiences and their perception of historical trends, current conditions and expected future developments, as well as 
other factors they believe are appropriate in the circumstances. However, these forward-looking statements involve 
risks and uncertainties and actual results may differ materially from those expressed or implied by such forward- 
looking statements. Important factors that could cause actual results to differ materially from those expressed or 
implied by such forward-looking statements include, among other things, general economic and market factors, 
including interest rates, equity markets, business competition, changes in government regulations or in tax laws, and 
other factors discussed under ‘‘Investment Considerations Relating to Sun Life Shares’’ in this Circular. 


SUMMARY OF PROXY CIRCULAR 


The following is a summary of the contents of this Circular. This summary is provided for convenience only and 
the information contained in this summary should be read in conjunction with, and is qualified in its entirety by, the 
more detailed information and financial statements appearing or referred to elsewhere in this Circular, including the 
schedules. Certain capitalized words and terms used in this summary are defined in the Glossary of Terms found on 
pages 12-14. 


The Companies 
Clarica 


Clarica is one of the largest life insurance companies in Canada, offering a wide range of life and health insurance, 
wealth management products and other financial services to both individuals and corporations. At September 30, 2001, 
Clarica served approximately 3.5 million customers in Canada, or approximately one in ten Canadians, including the 
employees of approximately 10,000 corporate and institutional customers. At September 30, 2001, Clarica had total 
assets under management of $45 billion, total corporate assets of $30 billion, and life insurance in force of $451 billion. 


In Canada, individual retail customers are served through Clarica’s approximately 3,300 exclusive and highly 
trained sales agents, managers and specialists (at September 30, 2001) and Clarica’s group customers are served 
through multiple distribution channels, including Clarica’s exclusive sales force, independent brokers and benefits 
consultants. In the United States, Clarica offers individual life insurance and annuity products through independent 
agents and provides life retrocession reinsurance. 


See ‘‘Information Concerning Clarica’’. 


Sun Life Financial 


Sun Life Financial is a leading international financial services organization, providing a wide range of savings, 
retirement, pension and life and health insurance products and services to individual and corporate customers. Sun Life 
Financial operates primarily in Canada, the United States and the United Kingdom and also has operations in Asia and 
South America. At September 30, 2001, Sun Life Financial was the largest Canadian life insurance organization, based 
on total assets under management of approximately $299 billion. For the year ended December 31, 2000, Sun Life had 
consolidated revenues of $16.2 billion ($11.8 billion for the nine months ended September 30, 2001) and adjusted 
shareholders’ net income of $792 million ($629 million for the nine months ended September 30, 2001). At 
September 30, 2001, Sun Life Financial had approximately 11,200 employees worldwide and an extensive global 
distribution network consisting of career sales forces in certain countries, independent insurance agents, investment 
dealers and financial planners. 


Sun Life Financial operates in two principal businesses — wealth management and protection. The wealth 
management business comprises all of Sun Life Financial’s asset management, mutual fund, pension, annuity and trust 
operations. These operations are conducted principally in Canada, the United States, the United Kingdom, the 
Philippines, Chile and India. For the year ended December 31, 2000, the wealth management business accounted for 
$9.1 billion of Sun Life’s consolidated revenues ($6.3 billion for the nine months ended September 30, 2001) and 
$469 million of Sun Life’s consolidated operating earnings ($337 million for the nine months ended September 30, 
2001). The wealth management business accounted for $262.3 billion of Sun Life’s total assets under management as at 
September 30, 2001. 


The protection business comprises Sun Life Financial’s insurance, or protection, operations around the world, 
including its group life and health insurance businesses in Canada, the United States, the United Kingdom and the 
Philippines and its individual insurance businesses in Canada, the United States, the United Kingdom, the Philippines, 
Hong Kong, Bermuda, Indonesia and India. For the year ended December 31, 2000, the protection business accounted 
for $7.0 billion of Sun Life’s consolidated revenues ($5.4 billion for the nine months ended September 30, 2001) and 
$330 million of Sun Life’s consolidated operating earnings ($304 million for the nine months ended September 30, 
2001). The protection business accounted for $32.3 billion of Sun Life’s total assets under management as at 
September 30, 2001. 


See ‘‘Information Concerning Sun Life Financial’’. 


The Transaction 


If the Transaction Resolution receives the requisite approval from Shareholders and Voting Policyholders at the 
Special Meeting, all required regulatory approvals are received and all other conditions to the implementation of the 
Transaction are satisfied or waived (i) each Clarica Share, other than those beneficially owned by Sun Life Financial as 
general fund assets, will be exchanged for one Exchangeable Share, and (ii) each Exchangeable Share, other than those 
in respect of which Dissent Rights have been validly exercised, will be exchanged automatically for 1.5135 newly 
issued Sun Life Shares. 


After giving effect to the Transaction, the Shareholders (other than Sun Life Financial) will own, in the aggregate, 
approximately 30% of the outstanding Sun Life Shares and Sun Life will own all of the outstanding Clarica Shares. 


See “‘The Transaction’’. 


Reasons for the Transaction 


The Strategic Planning Committee and the Board, in consultation with their financial and legal advisors and 
management of Clarica, considered a number of factors in concluding that the Transaction is in the best interests of 
Clarica, and in determining to approve the Transaction Agreement and to recommend that Shareholders and Voting 
Policyholders approve the Transaction. These factors included: 


e the excellent strategic and operational fit of Clarica and Sun Life Financial and their shared vision of a world- 
class international financial services institution headquartered in Canada; 


e that the combined organization will be: 


e the largest Canadian life insurance organization, with pro forma combined total revenues of $26.3 billion 
and assets under management of $378.3 billion, including total general and segregated fund assets of 
$174.3 billion, as at and for the 12 months ended September 30, 2001 (giving effect to the acquisition of 
Keyport and IFMG), and a combined market capitalization of $20.5 billion as at January 11, 2002; 


* one of the leading publicly-traded North American life insurance companies, measured by market 
capitalization; 


¢ a leader in Canada in group life and health insurance, in group retirement services, in retail insurance 
premiums in force, and in customer base, with approximately seven million Canadian customers; and 


° well-positioned to take advantage of Sun Life Financial’s substantial and expanding U.S. business and 
growing international operations; 


¢ the significant opportunities for the combined company to realize substantial annual pre-tax cost synergies, 
currently estimated to be approximately: $100 million in 2002; $230 million in 2003; and $270 million in 2004 
and annually thereafter; 


e that Shareholders other than Sun Life Financial will collectively own approximately 30% of the Sun Life 
Shares following the completion of the Transaction and, as shareholders of Sun Life, will benefit from any 
appreciation in the value of Sun Life Shares, including as a result of the Transaction or any future earnings, 
distributions or growth of Sun Life Financial; 


¢ that the Sun Life Share consideration offered in connection with the Transaction provides Shareholders with 
an opportunity to participate in the ownership of a larger, stronger company with substantial international 
operations that is expected to be well-positioned to respond to opportunities and developments in an industry 
in which critical mass and market presence are increasingly important; 


¢ the opinions of each of Goldman Sachs and TD Securities to the effect that, as of December 17, 2001 and 
subject to the limitations and assumptions set forth therein, the Exchange Ratio is fair, from a financial point of 
view, to Shareholders other than Sun Life Financial (see ‘“The Transaction — Fairness Opinions’); 


¢ that, based on the volume-weighted average closing price of the Sun Life Shares on the TSE for the 10 trading 
days prior to the announcement of the Transaction, the consideration to be received by Shareholders in the 
Transaction was $54.65 per Clarica Share; 


wer beets oh 
the continuation of the Clarica brand for Clarica’s retail sales force and retail products and Clarica’s 


reinsurance business (see “‘Sun Life Financial and Clarica After the Transaction — Operations’’); 


¢ the continuity of certain Clarica senior management through, among other things, the retention of Robert M. 
Astley, who will remain in his current position as the President and Chief Executive Officer of Clarica and will 
be appointed the President, Canadian Operations, of each of Sun Life and Sun Life Assurance (see ‘‘Sun Life 
Financial and Clarica After the Transaction — Operations’’); 


e that the receipt by Shareholders of Sun Life Shares under the Transaction is generally expected to be 
completed on a tax-free rollover basis to Shareholders in Canada, subject to the assumptions and limitations 
set out under ‘‘Tax Considerations for Clarica Shareholders —- Canadian Federal Income Tax 
Considerations’’; and 


e that under and subject to the conditions in the Transaction Agreement, the Board remains able to respond to an 
unsolicited bona fide written Alternative Proposal that is more favourable to Clarica and the Shareholders than 
the Transaction. 


See ‘‘The Transaction — Reasons for the Transaction’’. 


Recommendation of the 
Strategic Planning Committee 


On December 16, 2001, the Strategic Planning Committee determined that, in its view, the Transaction is in the 
best interests of Clarica, and recommended that the Board approve the Transaction Agreement and recommend that 
Shareholders and Voting Policyholders approve the Transaction. 


See ‘“The Transaction — Recommendation of the Strategic Planning Committee’’. 


Recommendation of the Board 


The Board has concluded that the Transaction is in the best interests of Clarica, and has unanimously approved the 
terms of the Transaction Agreement. The Board unanimously recommends that Shareholders and Voting 
Policyholders vote in favour of the Transaction Resolution. The Board based its determination upon, among other 
factors summarized in this Circular, the recommendation of the Strategic Planning Committee, and the Goldman Sachs 
Opinion and the TD Securities Opinion to the effect that, as of December 17, 2001 and subject to the limitations and 
assumptions set forth therein, the Exchange Ratio is fair, from a financial point of view, to Shareholders other than Sun 
Life Financial. 


See ‘“The Transaction — Recommendation of the Board’’. 


Sun Life Financial and Clarica After the Transaction 


Sun Life Financial and Clarica believe that the Transaction will create a market leader in the Canadian life 
insurance industry and a stronger international competitor during a period of consolidation in the financial services 
industry. By combining their operations, Sun Life Financial and Clarica expect to achieve significant cost synergies and 
to compete more effectively in all of the key protection and wealth management businesses in Canada. With greater 
critical mass and a stronger Canadian base, Sun Life Financial will be better positioned to expand in the United States 
and other international markets. 


The combination of Sun Life Financial and Clarica will be the largest Canadian life insurance organization, with 
pro forma combined total revenues of $26.3 billion and assets under management of $378.3 billion, including total 
general and segregated fund assets of $174.3 billion, as at and for the 12 months ended September 30, 2001 (giving 
effect to the acquisition of Keyport and IFMG as if it had occurred on January 1, 2000). Upon completion of the 
Transaction, Sun Life Financial will be one of the largest life insurance organizations in North America and the fifth 
largest financial institution in Canada, measured by market capitalization as at January 11, 2002. 


The Transaction combines the complementary Canadian product lines and distribution channels of Sun Life 
Financial and Clarica, enhancing their combined earnings base. The combined organization will be the leader in group 


life and health insurance and group retirement services (based on premiums and assets under management, 
respectively) and the leader in individual life insurance and individual annuity premiums, with approximately seven 
million customers in Canada. 


Sun Life Financial and Clarica believe that the Transaction will result in a lower combined cost structure through 
economies of scale and cost synergies, including expected expense reductions in business unit operations, corporate 
functions and information technology and systems. Sun Life Financial and Clarica currently estimate that these annual 
pre-tax cost savings will equal approximately $100 million in 2002, $230 million in 2003 and $270 million in 2004 and 
annually thereafter. 


See “‘Sun Life Financial and Clarica After the Transaction’’. 


No Effect on Policyholders 


The Transaction will not affect the terms and conditions of policies of Voting Policyholders or other Clarica 
policyholders, including premiums, policy benefits, annuity payments or any right to receive experience dividends. 


Selected Unaudited Pro Forma Consolidated 
Financial Information of Sun Life 


The following table summarizes certain unaudited pro forma consolidated financial information of Sun Life that 
gives effect to the proposed acquisition of Clarica and the acquisition of Keyport and IFMG, including related public 
financings, as if they had occurred as of September 30, 2001 for the purposes of the unaudited pro forma consolidated 
balance sheet information and as of January 1, 2000 for the purposes of the unaudited pro forma consolidated 
statements of operations information. See Schedule D to this Circular, ‘‘Unaudited Pro Forma Consolidated Financial 
Statements of Sun Life’’. 
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Cumulative capital securities .ad wind: aansiageewe). od. curt -orermmils 948 
Sun Life ExchangEable Capital Securities..........0.0.00.0.000000005 950 
Preferred shates is thee. eta saa: og ee SO BOOMERS 148 
Participating POUCYMOIGEES, “ACCOUNT 5 ini. eee eee act ahve ante) “he tobe Seng eke 80 
SHAReNO GENS eC UILN pets ites oe fo) Brats hin Rr lee nS Oo! ne ac aleeret ears 13,884 
MI OecImarnere nee Sree: eine eee Pena Sea SP TATION, LUC. eh AS $- 175516 
MCCSRYY! Sti eeua han. ieee att UP Roroskhe bas | 195% 


(1) Included in “‘Non-controlling interests in subsidiaries’’ in the unaudited pro forma consolidated balance sheet of Sun Life as at September 30, 
2001 contained in Schedule D to this Circular. 


(2) Minimum continuing capital and surplus requirements for life insurance companies, established by OSFI. 


Special Meeting of Shareholders and Voting Policyhoiders 


The Special Meeting will be held on Wednesday, March 6, 2002 at 10:00 a.m. at the Metro Toronto Convention 
Centre (North Building, Room 106), 255 Front Street West, Toronto, Ontario. 


At the Special Meeting, Shareholders and Voting Policyholders will be asked to consider and adopt the 
Transaction Resolution to approve the Transaction. 


a 

Only Shareholders of record at the close of business on January 17, 2002, will be entitled to vote at the Special 
Meeting or any adjournment or postponement thereof. Any transferee of Clarica Shares after January 17, 2002 who 
establishes ownership of the Clarica Shares and requests in writing, not later than 10 days preceding the date of the 
Special Meeting, that the transferee’s name be included in the list of Shareholders entitled to vote at the Special 
Meeting, will be entitled to vote at the Special Meeting. 


Only Voting Policyholders of record on February 25, 2002 will be entitled to vote at the Special Meeting. If the 
Special Meeting is adjourned or postponed, only Voting Policyholders of record on the tenth day preceding the date to 
which the Special Meeting is adjourned or postponed will be entitled to vote. 


See “‘General Proxy Information’’. 


Goldman Sachs and TD Securities Fairness Opinions 


Goldman Sachs and TD Securities have each delivered an opinion to the effect that, as of December 17, 2001 and 
subject to the limitations and assumptions set forth therein, the Exchange Ratio is fair, from a financial point of view, to 
Shareholders other than Sun Life Financial. 


The complete texts of the Goldman Sachs Opinion and the TD Securities Opinion are attached to this Circular as 
Schedules B and C, respectively. Goldman Sachs and TD Securities provided their opinions solely for the information 
and assistance of the Board in connection with its consideration of the Transaction. These opinions are not 
recommendations as to how Shareholders or Voting Policyholders should vote with respect to the Transaction. 
Shareholders and Voting Policyholders are urged to read each of the Goldman Sachs Opinion and the TD Securities 
Opinion carefully and in its entirety for a description of the procedures followed, the factors considered and the 
assumptions made by Goldman Sachs and TD Securities in preparing their respective opinions. 


See ‘‘The Transaction — Fairness Opinions’’. 


Conditions to the Transaction Becoming Effective 


The obligations of Clarica and Sun Life to complete the Transaction are subject to the satisfaction or waiver of 
certain conditions in accordance with the Transaction Agreement, including the approval of the Transaction Resolution 
by at least two-thirds of the votes cast by Shareholders, voting separately as.a class, and by at least two-thirds of the 
votes cast by Shareholders and Voting Policyholders, voting together, and the receipt of all required regulatory 
approvals, including the approval of the Minister of Finance and the Superintendent, the receipt of approvals or the 
expiration or termination of waiting periods under the Competition Act, the HSR Act and any other applicable 
competition or anti-trust laws, and confirmation from the Commissioner that he does not intend to commence 
proceedings under the Competition Act in respect of the Transaction. 


See ‘‘Other Terms of the Transaction Agreement — Conditions to the Transaction Becoming Effective’’. 


Closing 


The Closing Date will occur on the third business day after the receipt of all required approvals of the Transaction, 
including required regulatory approvals and approval of the Shareholders and Voting Policyholders. While it is 
therefore not possible to specify when the Closing Date of the Transaction will occur, Clarica currently anticipates that, 
subject to obtaining all such approvals, the Closing Date will occur in the second quarter of 2002. See ‘‘Other Terms of 
the Transaction Agreement — Closing Date of the Transaction’’. 


Procedure for Exchange of Share Certificates 
and Non-Certificated Clarica Shares 


Immediately prior to the Closing Time, Sun Life will deposit with CIBC Mellon the Sun Life Shares to be issued 
on the completion of the Transaction. Shareholders who have certificates representing their Clarica Shares must 
surrender such certificates to CIBC Mellon in order to receive their Sun Life Shares. A Letter of Transmittal will be 
sent separately to Shareholders whose Clarica Shares are represented by share certificates for use by such Shareholders 


| 


| 


to facilitate the exchange of their Clarica Shares for Sun Life Shares. The details of the procedure for surrendering 
certificates representing Clarica Shares to CIBC Mellon will be set out in the Letter of Transmittal. 


Non-Certificated Shareholders and unregistered Shareholders will not be required to take any action to 
facilitate the exchange of their Clarica Shares for Sun Life Shares if the Transaction is completed. The Sun Life 
Shares issued to Non-Certificated Shareholders will be held by CIBC Mellon, the transfer agent and registrar for the 
Sun Life Shares, on behalf of such Shareholders in a share account established by Sun Life. Each Non-Certificated 
Shareholder residing in Canada will be sent a statement following the Closing Date setting out the number of Sun Life 
Shares issued to that Shareholder and held by CIBC Mellon on his or her behalf. Non-Certificated Shareholders 
residing in countries other than Canada will be issued a share certificate representing their Sun Life Shares. Further 
details regarding the share account, transferring Sun Life Shares from the share account and other information about 
services provided to Sun Life shareholders will be provided to Non-Certificated Shareholders following the Closing 
Date. See ‘“The Transaction — Procedure for Exchange of Share Certificates and Non-Certificated Clarica Shares’’. 


Shareholders will receive cash in lieu of fractional Sun Life Shares. See ‘‘The Transaction — Fractional Shares’’. 


Dissenting Shareholders’ Rights 


REGISTERED Shareholders are being offered a contractual right to dissent in respect of the Transaction 
, Resolution under the Dissent Rights Agreement attached as Schedule E to this Circular. In order to exercise the Dissent 
Right, a Registered Shareholder must send to Clarica, to be received by it not later than 2:00 p.m. on the business day 
before the Special Meeting, a written notice of objection to the Transaction Resolution and otherwise comply strictly 
| with the Dissent Rights Agreement. Failure to comply strictly with the Dissent Procedures set out in the Dissent Rights 
Agreement will result in the loss or unavailability of the Dissent Right. If the Transaction Resolution is adopted at the 
Special Meeting and the Transaction becomes effective, the Dissenting Shareholder will be entitled to be paid, in Sun 
Life Shares, the fair value of his or her Clarica Shares, determined as of the close of business on the day before the 
Special Meeting. Persons who are beneficial owners of Clarica Shares registered in the name of a broker, custodian, 
nominee or other Intermediary are advised that ONLY REGISTERED OWNERS OF CLARICA SHARES ARE 
ENTITLED TO DISSENT. 


If holders of more than 5% of the outstanding Clarica Shares exercise their Dissent Rights, Sun Life may choose 
not to proceed with the Transaction. 


See “‘Dissenting Shareholders’ Rights’’ and ‘‘Other Terms of the Transaction Agreement — Conditions to the 
Transaction Becoming Effective’’. 


Stock Exchange Listings 


The TSE has conditionally approved the listing of the Sun Life Shares issuable in connection with the Transaction. 
Sun Life will also apply to list the Sun Life Shares issuable in connection with the Transaction on the NYSE and 
intends to apply to list such Sun Life Shares on the London Stock Exchange and the Philippines Stock Exchange. 


See ‘“‘The Transaction — Stock Exchange Listings’? and “‘Other Terms of the Transaction Agreement — 
Conditions to the Transaction Becoming Effective — Issuance and Stock Exchange Listings of Sun Life Shares’’. 


Tax Considerations for Clarica Shareholders 


Canadian Federal Income Tax Considerations 


A Shareholder who holds Clarica Shares as capital property for purposes of the Tax Act will generally not realize 
a capital gain or capital loss for Canadian federal income tax purposes as a result of the receipt of Sun Life Shares for 
such Clarica Shares in accordance with the Transaction. 


See ‘‘Tax Considerations for Clarica Shareholders — Canadian Federal Income Tax Considerations’’. 
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United States Federal Income Tax Considerations 


A U.S. Holder who holds Clarica Shares as a capital asset for U.S. federal income tax purposes will generally 
recognize a capital gain or capital loss for such purposes as a result of the receipt of Sun Life Shares for such Clarica 


Shares. 


See ‘‘Tax Considerations for Clarica Shareholders — United States Federal Income Tax Considerations’’. 


Selected Historical Consolidated Financial Information of Clarica 


The following table sets forth selected historical consolidated financial information with respect to Clarica for the 
periods indicated. The information below should be read in conjunction with the consolidated financial statements of 
Clarica and notes thereto incorporated by reference in this Circular. 


Statement of Operations Data: 

Premium income: 
ASUINUTULE SRA 22 ecient re ge 
Hlealthvinsurance srs soccer Roe ee ae ene 


Fée andothér income Si Ib le ee See 


Total TEVENUC gis 4, .pa-o05 43h say a eee 


Benefits paid: and provided for... +o. eee 
COmiMISSIONSS. 22 ce oes or anne ietes ran cae ee eee 


(2) 


Operatinetexpensesia Aisne lesan laste eet tena de were ae 


(3)(4) 


Totalinet income. se ees es sce eee ee 


Basic Earnings Per Common Share (after 


demutualization) on ee ee ee 


Premiums and Deposits: 


Retail insurance premiums (gross) oheperes chee poner sea cee ors 


Group insurance premiums and ASO equivalents.......... 
Reinsurancespremiuims: 22 ates. Peas. cee ee oo eae 
Guaranteed annuity premiums and GIC deposits” ......... 
Retailsmarketibasedgdepositsey wine crantaeencr boners 


Group market: based. deposits? acis isn aqandtaedtedtree: ees 


Total premiums, equivalents and deposits................ 


Assets Under Management: 

CorpOratesasSetSace ae meeteate gy tact insge. Caer ean ee merece 
Retatlamarket based aSSets tat re serene ae eps 
Group market baSedyasSetS same. eee enter ey ae ae 
Share purchase plans). sores = rae sored clans. sey eee 
Other assets under management. Masago ee cee 


otal-assets under management...) .. Sassen ee eee 
Capitalization Data: 
Subordinated debt Ax. Spay eneiey aes eames er Aco 


POA GUIty I eri hoc eee Sea remem 
MCOSR® anaiiainbiventieew bette atl ee en eee 


At and for the nine 


months 


ended 


September 30, 


At and for the year ended 
December 31, 


2001 2000 2000 1999 1998 
(unaudited) 
(in millions, except per share amounts) 
So S6l PSY Ole Sd Gs > US See Speen 
55 494 669 675 589 
1,632 1,530 2,098 1,789 1,465 
e509 gal 2079 2,091 Iysse 
198 181 242 2Ale 236 
$4,433 . $.4,393 $5,851) $ S551 5 4683 
$ 3,168 $ 3,191 $ 4139 $4,073 $ 3,378 
&. 254 $253 S$. 340" 3" 291 Seer 
S) S71 whic 502% Be e675 SAS T6SSIDAST 1842 
$ 303 “$s 245s eS2e340sSni2705554 Sie 
8 2:23" ESOS 24S" aS 2.04 N/A 
S L198 “GS 126 315539" “S71 494i See 
1,208 Ie: 1,516 1,472 1,241 
313 2S 383 140 115 
618 710 872 882 538 
767 1,024 1,296 922 1,097 
1,284 749 1,105 1.321 934 
$ 5,448 $5,012: -$ 6,711) 21$26,2311 98955126 
$30,412 $29,580 $29,692 $28,528 $28,017 
5,074 6,148 5,705 SS 4,637 
7,970 7,056 6,792 6,286 5,008 
1,448 98 131 119 77 
98 81 47 120 166 
$45,002 $42,963 $42,367 $40,308 $37,905 
$ 744 $ 442 $ 743 $ 670 $ 686 
$ 3,092 $ 2,798  §$ 2,864 $ 2,455 $ 2,246 
198% 180% 201% 186% 178% 


(1) 1998 includes a $62 million gain (pre-tax) from the reduction of Clarica’s investment in Perigee Inc. 


(2) 2001 includes integration costs of $28 million (pre-tax) for the acquisition of the group retirement services business of The Royal Trust Company 
and Royal Trust Corporation of Canada and 1998 includes integration costs of $272 million (pre-tax) for the Metropolitan Life Insurance 
Company of Canada acquisition. 


(3) Figures include income (losses) (after tax) attributable to participating policyholders of Clarica subsequent to demutualization: nine months 
ended September 30, 2001 — ($4 million); nine months ended September 30, 2000 — ($1 million); 2000 — nil; 1999 — ($4 million). 


(4) 1998 net income includes integration costs of $163 million (after tax) for the Metropolitan Life Insurance Company of Canada acquisition, and a 
gain of $42 million (after tax) from the reduction of Clarica’s investment in Perigee Inc. 


(5) 1999 results are pro forma, reflecting the shareholder basis adopted upon demutualization on July 21, 1999. 


(6) Figures include U.S. premium amounts for the nine months ended September 30, 2001 of $235 million; the nine months ended September 30, 
2000 of $202 million; 2000 of $287 million; 1999 of $263 million and 1998 of $286 million. 


(7) Figures include U.S. premium amounts for the nine months ended September 30, 2001 of $163 million; the nine months ended September 30, 
2000 of $91 million; 2000 of $111 million; 1999 of $92 million and 1998 of $33 million. 


(8) Minimum continuing capital and surplus requirements for life insurance companies, established by OSFI. 
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Selected Historical Consolidated Financial Information of Sun Life 


The following table sets forth selected historical consolidated financial information with respect to Sun Life for the 
periods indicated. The information below should be read in conjunction with the consolidated financial statements of 
Sun Life and notes thereto incorporated by reference in this Circular. The following table shows the historical results of 
Sun Life and does not give effect to the Transaction. The financial information below gives effect to the 
demutualization of Sun Life Assurance effective March 22, 2000. 


At and for the nine At and for the 
months ended year ended 
September 30, December 31, 
2001 2000 2000 1999 1998 
(unaudited) 


(in millions, except per share amounts) 


Statement of Operations Data: 
Premium income: 


HATINUTELES cree ah oc on creche ee ee eee ee $ 2,861 $ 33329 $ 4.371, “S$. 3494 (Soe 
HcalthminSurance meepwyrn nea eee eee ne 1,043 977 1,287 1,196 1,110 
LAtecinsutance st ac 6.0 steele DUS 2,518 3,455 Be337) Sails 
Net investment income”... .....4.. 0000s DA5T 2,884 3,776 4,113 4,035 
REGhInCOMEs. oe ok ee ae 2,412 2,462 Bey 2,606 2,014 
‘Rotalbrevenucets nyo eanh aoe. poke ee eae $ 11,804 $ 12,170 $16,206 $ 14,741 =Seieest 
COMUMISSIONSIIN Ss sas 5d So cae eee $ 1,062. $° ~983° «Ss 349% 9S 15146" 55 ee 
Operatiiigiexpenses™” . 28.1 A ee ee $ 1,854 $) 1,795" {S$ 2)50053S 2,286ne tees eee 
Totabaiet incomes?” 6... 3 ee eee $ 626 $ «592> $25 S02=eS.~ 1645m 54 
Basic Earnings Per Common Share (after 
demutualization) .. 6... 6006 saneea ee eo eal S$ 149) S$ 0/99) s$5 1:49 N/A N/A 
Premiums, Deposits and Fund Sales: 
Premium. INCOMES 3. s.r  s Cee $6,635." -$" 6824203) 9403 3 - 8027 = ono ea 
Segregated fund deposits . )..5. 2. eee eee 4,397 5,448 8,318 4,137 4,345 
MutualfundisalesOv en! Me. ee ee 30,755 35,052 45,614 38,123 33,849 
Managedffund:-sales®” <.. ....05 50s eR 25,1718 — 518.388) 025,869 St 13,9399 ee 
Total premiums, deposits and fund sales ....... $ 66,958 $ 65,712 $88,914 $ 64,221-~ $57 250 
Assets Under Management: 
Total generalitundtassets\.<.\... eee eee $ 58,824 $ 54,564 $ 55,802 $ 54,751  $ 54,319 
Segregated tumd netassets 16 4 cs ne oe eee 42,016 50,198 48,741 46,014 39,213 
Mutual fund and other assets under management 198,358 240,067 223,990 200,538 157,074 
Total assets under management............... $299,198 $344,829 $328,533 $301,303 $250,606 
Capitalization Data: 
Subordinated debt oa ee eee Se 773" ~$2 7498 SS 749 SAS @ 4734 a oe 
Cumulative capital securities of a subsidiary.... $ 948 «=§ 900 $ 900 $ 870 §6§$ 930 
TO Quit): CRM ee. 2. nara ee anes one $ 7,366. $)26522. 75° 6,697, 123 S:87821 S$. 6.0e4 
MCCSRY) a: Duty tee ak eget eee he 284% 290% 295% 262% 284% 


(1) Figures include amortization of goodwill related to investments in certain unconsolidated subsidiaries. These amounts have been reclassified as a 
separate item in the unaudited pro forma consolidated statements of operations contained in Schedule D to this Circular. 


(2) Figures include non-controlling interest in net income of subsidiaries and amortization of goodwill arising from the acquisition of assets and 
consolidated subsidiaries. These amounts have been reclassified as a separate item in the unaudited pro forma consolidated statements of 
operations contained in Schedule D to this Circular. 


(3) Figures include income (losses) attributable to participating policyholders of Sun Life Assurance: nine months ended September 30, 2001 — 
($3 million); nine months ended September 30, 2000 — $11 million; 2000 — $10 million; 1999 — $68 million; 1998 — $65 million. 


(4) Net income includes provisions related to United Kingdom operations of $410 million in 1999 and $686 million in 1998 and losses related to 
discontinued operations of $170 million in 1999 and $88 million in 1998. 


(5) These figures are unaudited. 
(6) Minimum continuing capital and surplus requirements for life insurance companies, established by OSFI. 
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GLOSSARY OF TERMS 


The following glossary of terms used in this Circular, including the Summary but not including the schedules, is 
provided for ease of reference: 


‘*Alternative Proposal’? means (other than the Transaction and an ordinary course transaction permitted under the 
Transaction Agreement): (i) any merger, amalgamation, arrangement, share exchange, take-over bid, recapitalization, 
consolidation or business combination involving, directly or indirectly, Clarica or any of its material subsidiaries; 
(ii) any acquisition of assets representing 30% or more of the book value (on a consolidated basis) of the assets of 
Clarica and its subsidiaries, taken as a whole (or any lease, long-term supply agreement, exchange, mortgage, pledge or 
other arrangement having a similar economic effect) in a single transaction or a series of related transactions; (iii) any 
acquisition of beneficial ownership of 30% or more of the Clarica Shares in a single transaction or series of related 
transactions; (iv) any reinsurance arrangement outside the ordinary course of business involving a substantial part of 
the insurance liabilities of Clarica; (v) any acquisition by Clarica of any assets or securities of another person (other 
than acquisitions of capital stock or assets or securities of any other person that, individually or in the aggregate, are not 
material to Clarica and its subsidiaries, taken as a whole); or (vi) any bona fide proposal, or public announcement of an 
intention, to do any of the foregoing, and includes any amendment to an Alternative Proposal; 


“‘Board”’ means the board of directors of Clarica; 

‘*business day’’ means any day other than a Saturday, Sunday or statutory holiday in the Province of Ontario; 
‘‘Canadian GAAP”’’ means generally accepted accounting principles in Canada; 

‘“*CBCA”’ means the Canada Business Corporations Act, as amended from time to time; 

**CCRA”’ means Canada Customs and Revenue Agency, formerly Revenue Canada; 

**CDS’’ means The Canadian Depository for Securities Limited; 

**CIBC Mellon’”’ means CIBC Mellon Trust Company; 


‘*Circular’’ means this proxy circular of Clarica dated January 11, 2002 sent to Shareholders and certain Voting 
Policyholders in connection with the Special Meeting; 


**Clarica’’ means Clarica Life Insurance Company, a company existing under the ICA and, unless the context 
otherwise indicates, its consolidated subsidiaries; 


‘**Clarica Options’’ means options to purchase Clarica Shares granted pursuant to Clarica’s management incentive 
plans; 


‘**Clarica Shares’? means common shares in the capital of Clarica; 


‘*Closing Date’’ means the third business day following the date on which all required approvals of the Transaction as 
set forth in the Transaction Agreement have been obtained, including required regulatory approvals and approval of the 
Shareholders and Voting Policyholders; 


**Closing Time”’ means 8:00 a.m. (Toronto time) on the Closing Date; 

‘‘Commissioner’’ means the Commissioner of Competition appointed under the Competition Act; 

‘‘Competition Act’? means the Competition Act (Canada), as amended from time to time; 

‘*Confidentiality Agreement’’ means the confidentiality agreement dated November 6, 2001 between Clarica and Sun 
Life; 

‘‘Dissent Procedures”’ means the terms and conditions governing the Dissent Right as set forth in the Dissent Rights 


Agreement; 


‘Dissent Right’’ means the contractual right of dissent offered to Registered Shareholders under the Dissent Rights 
Agreement and which is summarized in this Circular under ‘“Dissenting Shareholders’ Rights’’; 


“Dissent Rights Agreement’’ means the agreement governing the Dissent Procedures and other related matters, which 
is attached to this Circular as Schedule E; 


‘Dissenting Shareholder’’ means a Registered Shareholder who validly exercises a Dissent Right in accordance with 
the Dissent Rights Agreement, and who does not thereafter cease to be entitled to exercise a Dissent Right; 


i? 


‘‘Exchange Ratio’? means 1.5135 Sun Life Shares for each Clarica Share, subject to customary anti-dilution 
provisions as set forth in Schedule I to Appendix 1 to Schedule A to this Circular; 


‘*Exchangeable Shares’’ means the new class of exchangeable shares of Clarica having the rights, privileges, 
restrictions and conditions set forth in Schedule I to Appendix | to Schedule A to this Circular; 


‘“Expense Reimbursement Amount’’ means the amount of $50 million payable by Clarica to Sun Life or by Sun Life 
to Clarica in the circumstances specified in “‘Other Terms of the Transaction Agreement — Termination Fee and 
Expense Reimbursement’’; 


‘“*Goldman Sachs’? means Goldman, Sachs & Co., financial advisor to Clarica; 


“Goldman Sachs Opinion’’ means the opinion of Goldman Sachs that, as of December 17, 2001 and subject to the 
limitations and assumptions set forth therein, the Exchange Ratio is fair, from a financial point of view, to Shareholders 
other than Sun Life Financial, which opinion is attached as Schedule B to this Circular; 


‘“HSR Act’’ means the United States Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended from time to 
time; 

*“‘ICA”’ means the Insurance Companies Act (Canada), as amended from time to time; 

‘‘IFMG”’ means Independent Financial Marketing Group, Inc.; 


‘‘Intermediary’’ means a registered broker or dealer, financial institution or other intermediary (within the meaning 
ascribed to that term in National Policy Statement No. 41 of the Canadian Securities Administrators, as amended or 
substituted from time to time) that holds Clarica Shares on behalf of a person who is not the registered holder thereof; 


‘‘Keyport’’ means Keyport Life Insurance Company; 


‘Letter of Transmittal’? means the letter of transmittal to be distributed after the date of the Special Meeting to 
Shareholders who hold share certificates representing their Clarica Shares, pursuant to which such Shareholders are to 
exchange the certificates representing their Clarica Shares for Sun Life Shares; 


‘‘Minister of Finance’’ means the Minister of Finance (Canada); 


‘“Non-Certificated Clarica Share’’ means a Clarica Share issued in connection with the demutualization of Clarica 
and registered in the name of the holder thereof and in respect of which no share certificate has been issued to the 
holder thereof, or a Clarica Share subsequently acquired and registered in a non-certificated form; 


‘““Non-Certificated Shareholder’? means a holder of Non-Certificated Clarica Shares; 
*“‘NYSE’’ means the New York Stock Exchange Inc.; 


*‘OSFT’’ means the Office of the Superintendent of Financial Institutions established pursuant to the Office of the 
Superintendent of Financial Institutions Act (Canada), as amended from time to time; 


‘*Registered Shareholder’’ means a Shareholder listed in the register of the holders of Clarica Shares maintained by 
CIBC Mellon, as the registrar and transfer agent for the Clarica Shares, and includes holders of Non-Certificated 
Clarica Shares; 


‘*Rights Plan’? means the shareholder rights plan of Clarica established pursuant to the shareholder rights plan 
agreement dated as of April 27, 2000 between Clarica and CIBC Mellon; 


‘‘Shareholder’’ means a holder of Clarica Shares; 


‘*Special Meeting’’ means the special meeting of Shareholders and Voting Policyholders to be held on Wednesday, 
March 6, 2002 at 10:00 a.m. in Toronto, Ontario, and any adjournment or postponement thereof, to consider and, if 
deemed advisable, to pass, the Transaction Resolution; 


‘*Strategic Planning Committee’’ means the strategic planning committee of the Board that considered and evaluated, 
among other things, the Transaction; 


‘*Sun Life’? means Sun Life Financial Services of Canada Inc., a company existing under the ICA; 


**Sun Life Assurance’’ means Sun Life Assurance Company of Canada, a company existing under the ICA and a 
wholly-owned subsidiary of Sun Life; 


‘*Sun Life Financial’? means Sun Life and its consolidated subsidiaries; 


‘*Sun Life Shares’’ means common shares in the capital of Sun Life; 
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‘*‘Superintendent’’ means the Superintendent of Financial Institutions appointed pursuant to the Office of the 
Superintendent of Financial Institutions Act (Canada), as amended from time to time; 


‘Superior Proposal’’ means an Alternative Proposal that (i) if completed in accordance with its terms, would result in 
or would reasonably be expected to result in a transaction more favourable to Clarica and the Shareholders than the 
Transaction and (ii) is reasonably capable of completion without undue delay having regard to the nature, scope and 
size of Clarica and its business and the regulatory environment in which it and its subsidiaries operate; 


**Tax Act’’ means the Income Tax Act (Canada), as amended; 
““TD Securities’? means TD Securities Inc., financial advisor to Clarica; 


**TD Securities Opinion’’ means the opinion of TD Securities that, as of December 17, 2001 and subject to the 
limitations and assumptions set forth therein, the consideration payable under the Transaction is fair, from a financial 
point of view, to Shareholders other than Sun Life Financial, which opinion is attached as Schedule C to this Circular; 


‘‘Termination Fee’’ means a fee of $310 million payable by Clarica to Sun Life in the circumstances specified in 
“Other Terms of the Transaction Agreement — Termination Fee and Expense Reimbursement’’; 


‘*Transaction’’ means the proposed reorganization of Clarica’s share capital pursuant to which holders of Clarica 
Shares will receive that number of Sun Life Shares equal to the Exchange Ratio for each Clarica Share held, as more 
particularly described in the Circular under ‘‘The Transaction — Transaction Mechanics’’; 


‘*Transaction Agreement”’ means the transaction agreement dated December 17, 2001 between Clarica and Sun Life, 
as it may be amended from time to time; 


‘*Transaction Resolution’’ means the special resolution of the Shareholders, voting separately as a class, and of the 
Shareholders and Voting Policyholders, voting together, (i) approving the amendments to the Clarica by-laws required 
to implement the Transaction and (ii) consenting to the waiver of the application of the Rights Plan to the Transaction, 
the full text of this resolution being set forth in Schedule A to this Circular; 


‘“*TSE’’ means The Toronto Stock Exchange; 

**U.S. Exchange Act’’ means the United States Securities Exchange Act of 1934, as amended from time to time; 
**U.S. GAAP”’ means generally accepted accounting principles in the United States of America; 

““U.S. Securities Act’? means the United States Securities Act of 1933, as amended from time to time; 

**U.S. Shareholder’’ means any holder of Clarica Shares resident in the United States; and 


‘**Voting Policyholders’’ means holders of Clarica participating policies and holders of Clarica non-participating 
policies issued by The Mutual Life Assurance Company of Canada on or before March 31, 1995. 


14 


INFORMATION CONTAINED IN THIS CIRCULAR 


The information contained in this Circular relating to Sun Life Financial and to Sun Life Financial and Clarica 
after the completion of the Transaction (including the unaudited pro forma consolidated financial statements of Sun 
Life) has been provided by Sun Life for inclusion in this Circular. In preparing the unaudited pro forma consolidated 
financial statements of Sun Life, Sun Life has relied upon the accuracy and completeness of certain financial 
information provided by Clarica and has not independently verified such information. Clarica assumes no responsibility 
or liability for any information provided by Sun Life for inclusion in this Circular, except to the extent that such 
information has been expressed as having been provided by Clarica or has been derived from information provided to 


Sun Life by Clarica. 


The information contained in this Circular is given as at January 11, 2002, except where otherwise noted. 
No person has been authorized to give any information or to make any representations in connection with the 
Transaction other than those contained in this Circular and, if given or made, any such information or 
representation should be considered not to have been authorized by Clarica or Sun Life. This Circular does not 
constitute an offer to sell, or a solicitation of an offer to acquire, any securities, or the solicitation of a proxy, by 
any person in any jurisdiction in which such an offer or solicitation is not authorized or in which the person 
making such offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make such 
an offer or solicitation. 
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THE TRANSACTION 
Changing Regulatory Environment 


In September 1998, the Task Force on the Future of the Canadian Financial Services Sector formed by the 
Minister of Finance in December 1996 released its-final report, which contained a number of recommendations dealing 
with, among other things, enhancing the competitiveness of, and improving the regulatory framework for, Canadian 
financial institutions, including the ownership regime for Canadian insurance companies. In June 1999, following 
consideration of the Task Force report by two federal parliamentary committees, the Minister of Finance released a 
White Paper, Reforming Canada’s Financial Sector: A Framework for the Future, outlining the federal government’s 
vision for the future of the Canadian financial services sector. 


On July 21, 1999, Clarica converted its status from a mutual life insurance company owned by policyholders to a 
public company owned by shareholders and became what is commonly referred to as a demutualized company. At that 
time, the ICA required all demutualized companies to be widely held within the meaning of the regulations to the ICA. 
This restriction prevented any person or group of persons acting in concert from acquiring a “‘significant interest’ in a 
demutualized company. A ‘‘significant interest’? was defined to be beneficial ownership or actual or legal control of 
more than 10% of any class of shares of a demutualized company (or, where the shares of a demutualized company 
were held by a holding company, of the holding company). 


In June 2000, the Minister of Finance introduced proposed legislative changes to the ICA in response to the 1998 
Task Force Report, the parliamentary committee reports and the proposals made in the federal government’s 1999 
White Paper. Those changes were never enacted but a further bill was subsequently introduced in February 2001 and 
was proclaimed in force on October 24, 2001. The amended ICA provides that, on or after January 1, 2002, 
demutualized companies with an aggregate surplus and minority interest of greater than $1 billion but less than 
$5 billion (at the time of demutualization) need not be widely-held provided that any person or group of persons acting 
in concert proposing to acquire a significant interest in a demutualized company would be required to obtain the 
consent of the Minister of Finance. 


The aggregate of the surplus and minority interest of Clarica (at the time of Clarica’s demutualization) place it 
within the category of demutualized companies that no longer need to be widely-held after December 31, 2001. 
Accordingly, under the ICA, the Transaction may be completed subject to obtaining the requisite Ministerial consent. 


Background to the Transaction 


In October 1999, the Strategic Planning Committee of the Board, as part of its mandate, began consideration of the 
impact on Clarica of anticipated changes in the ownership regime under the ICA discussed above. In November 1999, 
Goldman Sachs was retained by Clarica as its financial advisor to advise Clarica with respect to its alternatives. Heenan 
Blaikie was retained as legal counsel to the Board and to the Strategic Planning Committee. 


The Strategic Planning Committee met numerous times in 2000 and 2001 and discussed, among other things, the 
proposed legislative changes and the potential impact of such changes on the ownership of Clarica and on Clarica’s 
strategic alternatives. Throughout this period, the Strategic Planning Committee reported to the Board on these issues. 
Clarica adopted the Rights Plan on April 27, 2000. In early 2001, Davies Ward Phillips & Vineberg LLP was retained 
as Clarica’s legal counsel and TD Securities was also retained as a financial advisor to advise Clarica with respect to its 
strategic alternatives. 


During the course of 2001, Clarica was approached by, and had conversations with, several financial institutions, 
including Sun Life, concerning the timing of parliamentary enactment of the proposed legislative changes, the impact 
of such changes and the possibility of pursuing business combinations or strategic alliances. 


In late August 2001, Mr. Donald A. Stewart, the Chairman and Chief Executive Officer of Sun Life, approached 
Mr. Astley to inquire whether Clarica would be receptive to a form of strategic alliance with Sun Life Financial 
whereby Sun Life would acquire a significant minority interest in Clarica. These discussions did not proceed and 
Mr. Astley indicated that Clarica viewed such discussions with Sun Life as premature. 


In the fall of 2001, Clarica continued to consider its strategic alternatives with the assistance of its financial and 
legal advisors. 


In late October 2001, Mr. Stewart again approached Mr. Astley concerning a possible strategic alliance with Sun 
Life Financial. Subsequently, Mr. Stewart and Mr. Astley had several discussions concerning the form of a strategic 
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alliance and another form of transaction which would result in a business combination involving all of the Clarica 
Shares. They agreed that in the circumstances a transaction involving the acquisition by Sun Life of 100% of the 
outstanding Clarica Shares was preferable. 


On November 6, 2001, Sun Life and Clarica entered into the Confidentiality Agreement for the purpose of 
exploring a possible transaction between the two parties. 


From November 6, 2001 to the date of the Transaction Agreement, Sun Life and Clarica exchanged confidential 
information and conducted due diligence meetings between senior officers and managers. 


On November 14 and November 24, 2001, Mr. Stewart met with Mr. Astley to discuss various matters relating to 
a possible combination transaction, including the~possibility of entering into an agreement and making a public 
announcement of a transaction prior to January 1, 2002. 


On November 30, 2001, Mr. Astley discussed with the Strategic Planning Committee the possibility of a 
combination with Sun Life Financial and summarized the discussions to date. On December 1, 2001, Mr. Stewart again 
met with Mr. Astley to discuss a possible transaction. 


On December 3, 2001, representatives of Sun Life and representatives of Merrill Lynch, the financial advisor to 
Sun Life, met with representatives of Goldman Sachs on behalf of Clarica to discuss the basic form and terms of a 
possible transaction. During the next several days, representatives of Sun Life and Clarica and their respective financial 
advisors continued negotiations in person and by telephone concerning the terms of a possible transaction. 


On December 7, 2001, the Board held a meeting to discuss, among other things, the possibility of a combination 
with Sun Life Financial and the status of negotiations. 


Further discussions between Clarica, Sun Life and their respective financial advisors were held over the weekend 
of December 8 and December 9, 2001. On December 10, 2001, representatives of Clarica and Sun Life agreed, subject 
to completion of their reviews of each other’s business, affairs and prospects, finalization of a transaction structure, 
negotiation of mutually agreeable transaction documentation and approval of their respective boards of directors, that 
the transaction would involve each Clarica Share being exchanged for 1.5135 Sun Life Shares. 


From December 11, 2001 through December 17, 2001, legal advisors to Clarica and to Sun Life exchanged drafts 
and negotiated the terms of the Transaction Agreement. Throughout this period, Clarica continued to review, with the 
assistance of its financial and legal advisors, the results of its due diligence investigation of Sun Life Financial and the 
various financial and non-financial strategic benefits that could be derived from the proposed combination of Clarica 
with Sun Life Financial. 


Mr. Astley met with the Deputy Minister of Finance on December 13, 2001 to advise him of the possibility of 
reaching an agreement and announcing the Transaction before the end of 2001. 


The Board met on December 13, 2001 to further consider the proposed Transaction. On December 14, 2001, 
representatives of Sun Life and Clarica met with representatives of OSFI to advise it of Clarica’s and Sun Life’s 
intentions to complete negotiations with a view to reaching agreement on and announcing the Transaction before the 
end of 2001 and to provide OSFI with a description of the Transaction structure and other key elements of the 
Transaction. The Strategic Planning Committee held a meeting on December 14, 2001 to discuss the proposed 
Transaction and the status of negotiations. The Strategic Planning Committee also met in the morning of December 16, 
2001 with Mr. Astley and Mr. J. David Williamson, the Executive Vice-President and Chief Financial Officer of 
Clarica, prior to a meeting of the Board that afternoon. 


On December 16, 2001, the Board met to discuss the Transaction. All members of the Board were present in 
person at the meeting. Mr. Astley provided the Board with a summary of the discussions with Sun Life and regulatory 
authorities. Mr. Astley also discussed the strategic rationale and contemplated benefits from the proposed Transaction. 
Mr. Williamson provided an overview of the due diligence review concerning Sun Life Financial. Goldman Sachs and 
TD Securities each orally delivered their respective fairness opinions, subject to the limitations and assumptions set 
forth in the definitive written versions thereof, and presented financial analyses in connection with the Transaction. 
Clarica’s legal advisor reviewed the terms of the Transaction Agreement and advised the Board with respect to certain 
legal matters relating to the Board’s consideration of the proposed Transaction. The Board asked questions of 
management of Clarica and its legal and financial advisors. Following a further discussion, the Chairman of the 
Strategic Planning Committee reported to the Board that the Strategic Planning Committee unanimously recommended 
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that the Board approve the Transaction Agreement. The Board unanimously approved the Transaction Agreement and 
recommended that the Shareholders and Voting Policyholders approve the Transaction. 


The Transaction Agreement was executed by Clarica and Sun Life on December 17, 2001. 


Reasons for the Transaction 


The Strategic Planning Committee and the Board, in consultation with their financial and legal advisors and with 
management of Clarica, considered a number of factors in concluding that the Transaction is in the best interests of 
Clarica, and in determining to approve the Transaction Agreement and to recommend that Shareholders and Voting 
Policyholders approve the Transaction. Neither the Strategic Planning Committee nor the Board considered it practical 
to, and they did not attempt to, quantify or otherwise assign relative weights to the various factors considered by them 
in reaching their decisions. While the following description of the factors considered by the Strategic Planning 
Committee and the Board is not intended to be exhaustive, the factors considered included: 


¢ the excellent strategic and operational fit of Clarica and Sun Life and their shared vision of a world-class 
international financial services institution headquartered in Canada; 


¢ the fact that the combined organization will be: 


¢ the largest Canadian life insurance organization, with combined total revenues of $26.3 billion and assets 
under management of $378.3 billion, including total general and segregated fund assets of $174.3 billion, as 
at and for the 12 months ended September 30, 2001 (giving effect to the acquisition of Keyport and IFMG as 
if it had occurred on January 1, 2000), and a combined market capitalization of $20.5 billion as at January 11, 
2002; 


* one of the leading publicly-traded North American life insurance companies, measured by market 
capitalization; 
¢ a leader in Canada in group life and health insurance, in group retirement services, in retail insurance 


premiums in force, and in customer base, with approximately seven million Canadian customers; and 


¢ well-positioned to take advantage of Sun Life Financial’s substantial and expanding U.S. business and 
growing international operations; 


¢ the significant opportunities for the combined company to realize substantial annual pre-tax cost synergies, 
currently estimated to be approximately: $100 million in 2002; $230 million in 2003; and $270 million in 2004 
and annually thereafter (see ‘“‘Sun Life Financial and Clarica After the Transaction — Synergies’’); 


¢ that Shareholders other than Sun Life Financial will collectively own approximately 30% of the Sun Life Shares 
following the completion of the Transaction and, as shareholders of Sun Life, will benefit from any appreciation 
in the value of Sun Life Shares, including as a result of the Transaction or any future earnings, distributions or 
growth of Sun Life Financial; 


¢ that the Sun Life Share consideration offered in connection with the Transaction provides Shareholders with an 
opportunity to participate in the ownership of a larger, stronger company with substantial international 
operations that is expected to be well-positioned to respond to opportunities and developments in an industry in 
which critical mass and market presence are increasingly important; 


¢ the opinions of each of Goldman Sachs and TD Securities to the effect that, as of December 17, 2001 and 
subject to the limitations and assumptions set forth therein, the Exchange Ratio is fair, from a financial point of 
view, to Shareholders other than Sun Life Financial (see ‘‘— Fairness Opinions’’), including certain factors 
considered by Goldman Sachs and TD Securities in reaching their opinions; 


¢ that, based on the volume-weighted average closing price of the Sun Life Shares on the TSE for the 10 trading 
days prior to the announcement of the Transaction, the consideration to be received by Shareholders in the 
Transaction was $54.65 per Clarica Share; 


¢ that, in order to be effective, the Transaction must be approved by two-thirds of the votes cast by Shareholders, 
voting separately as a class, and by two-thirds of the votes cast by Shareholders and Voting Policyholders, 
voting together, at the Special Meeting (see ‘‘Other Terms of the Transaction Agreement — Conditions to the 
Transaction Becoming Effective — Shareholder and Voting Policyholder Approvals’’); 
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¢ the continuation of the Clarica brand for Clarica’s retail sales force and retail products and Clarica’s reinsurance 
business for at least two years following the Closing Date (see “‘Sun Life Financial and Clarica After the 
Transaction — Operations’’); 


* the continuity of certain Clarica senior management through, among other things, the retention of Robert M. 
Astley, who will remain in his current position as the President and Chief Executive Officer of Clarica and will 
be appointed the President, Canadian Operations, of each of Sun Life and Sun Life Assurance (see ‘‘Sun Life 
Financial and Clarica After the Transaction — Operations’ ’); 


¢ that the U.S. operations of the two companies will be integrated under the Sun Life Financial name, allowing 
Sun Life Financial to further leverage its substantial presence in the U.S. market; 


e their assessment of Clarica’s management resources, business, assets, financial condition, results of operations 
and future prospects and the current economic, industry and market conditions affecting Clarica; 


* that the receipt by Shareholders of Sun Life Shares under the Transaction is generally expected to be completed 
on a tax-free rollover basis to Shareholders in Canada, subject to the assumptions and limitations set out under 
‘“Tax Considerations for Clarica Shareholders — Canadian Federal Income Tax Considerations’’; 


¢ that, under and subject to the conditions in the Transaction Agreement, the Board remains able to respond to an 
unsolicited bona fide written Alternative Proposal that is more favourable to Clarica and the Shareholders than 
the Transaction (see “‘Other Terms of the Transaction Agreement — Non-Solicitation’’); 


° that senior management of Clarica was of the view that entering into the Transaction Agreement was in the best 
interests of Clarica and its Shareholders; 


* that the terms of the Transaction Agreement, including the Exchange Ratio, resulted from active arm’s length 
negotiations between Sun Life and Clarica and their respective advisors, and the view of the Strategic Planning 
Committee and the Board, based on legal advice, that the terms of the Transaction Agreement are customary 
and reasonable in the context of the Transaction; and 


* that Shareholders who oppose the Transaction may, upon compliance with certain conditions, exercise their 
Dissent Right and receive from Sun Life the fair value, in Sun Life Shares, of their Clarica Shares in respect of 
which the Dissent Right is exercised (see ‘“Dissenting Shareholders’. Rights’’). 


The Board recognized that there are certain risks associated with the Transaction, including the fixed Exchange 
Ratio and the potential variation in the value of the consideration to be received by Shareholders as a result of possible 
changes in the price of the Sun Life Shares prior to the closing of the Transaction; the risk that the potential benefits 
sought in the Transaction (including cost synergies) may not be fully realized; and the other risks set forth in this 
Circular, including those under ‘‘Investment Considerations Relating to Sun Life Shares’’. However, the Board 
believes that the positive factors described above should outweigh any risks (even though there can be no assurances in 
this regard) and is unanimous in its recommendation that Shareholders and Voting Policyholders vote in favour of the 
Transaction Resolution. 


Recommendation of the Strategic Planning Committee 


In the execution of its mandate to assist the Board in its consideration of strategic opportunities and alternatives 
from time to time, the Strategic Planning Committee was authorized to consider the Transaction and to advise the 
Board as to whether, in the opinion of the Strategic Planning Committee, the Transaction would be in the best interests 
of Clarica. In the course of its consideration of the Transaction, the Strategic Planning Committee consulted frequently 
with Clarica’s legal and financial advisors and, together with its advisors, reviewed and discussed, among other matters, 
the financial results, operations and prospects of each of Clarica and Sun Life Financial and of their businesses on a 
combined basis and the various financial and legal aspects of the Transaction. 


On December 16, 2001, after consulting with its advisors and considering the Goldman Sachs Opinion and the TD 
Securities Opinion delivered orally to the Board, the Strategic Planning Committee unanimously determined that the 
Transaction is in the best interests of Clarica and unanimously recommended that the Board approve the Transaction 
Agreement and recommend that Shareholders and Voting Policyholders approve the Transaction. 
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Recommendation of the Board 


On December 16, 2001, following consultation with Clarica management, its financial and legal advisors and 
receipt of the oral Goldman Sachs Opinion and the oral TD Securities Opinion, the Board unanimously determined that 
the Transaction is in the best interests of Clarica and unanimously approved the terms of the Transaction Agreement. 


The Board unanimously recommends that Shareholders and Voting Policyholders vote in favour of the 
Transaction Resolution. 


Fairness Opinions 


The Board retained Goldman Sachs and TD Securities to assist Clarica in its assessment of strategic alternatives 
and the Transaction and to provide their opinions in relation to the fairness, from a financial point of view, of the 
Exchange Ratio to the Shareholders other than Sun Life Financial. 


Goldman Sachs Opinion 


On December 16, 2001, Goldman Sachs delivered its oral opinion to the Board, which opinion was confirmed in 
writing on December 17, 2001 by delivery of the Goldman Sachs Opinion, that, as of December 17, 2001, and based 
upon and subject to the limitations and assumptions set forth therein, the Exchange Ratio pursuant to the Transaction 
Agreement was fair from a financial point of view to the Shareholders other than Sun Life Financial. 


The full text of the Goldman Sachs Opinion dated December 17, 2001, which sets forth the assumptions 
made, procedures followed, matters considered and limitations on the review undertaken in connection with the 
Goldman Sachs Opinion, is attached as Schedule B to this Circular. Goldman Sachs provided its opinion solely 
for the information and assistance of the Board in connection with its consideration of the Transaction. The 
Goldman Sachs Opinion is not a recommendation as to how any Shareholder or Voting Policyholder should vote 
with respect to the Transaction. Shareholders and Voting Policyholders are urged to read the Goldman Sachs 
Opinion in its entirety. 


Goldman Sachs was retained as Clarica’s financial advisor in November 1999. Goldman Sachs is an international 
investment banking firm, with operations in corporate and government finance, mergers and acquisitions, equity and 
fixed income sales and trading, investment research and investment management. Goldman Sachs, as part of its 
investment banking business, is continually engaged in performing financial analyses with respect to businesses and 
their securities in connection with mergers and acquisitions, negotiated underwritings, competitive biddings, secondary 
distributions of listed and unlisted securities and private placements, as well as for estate, corporate and other purposes. 
Goldman Sachs is familiar with Clarica and Sun Life having provided certain investment banking services to them 
from time to time and it may provide services to them in the future. Goldman Sachs provides a full range of financial 
advisory and securities services and, in the course of its normal trading activities, may from time to time effect 
transactions and hold positions in securities, including derivative securities, of Clarica or Sun Life for its own account 
and for the accounts of customers. 


Goldman Sachs relied upon the accuracy and completeness of all of the financial, accounting and other 
information discussed with or reviewed by it and assumed such accuracy and completeness for purposes of rendering 
its opinion. In that regard, Goldman Sachs assumed, with the Board’s consent, that the internal financial forecasts 
prepared by the managements of Clarica and Sun Life Financial (including the Synergies (as defined in the full text of 
the Goldman Sachs Opinion)) have been reasonably prepared reflecting the best currently available judgments of 
Clarica and Sun Life Financial and that the Synergies will be realized in the amounts and time periods contemplated 
thereby. Goldman Sachs are not actuaries and their services did not include actuarial determinations or evaluations by it 
or any attempt to evaluate actuarial assumptions. Goldman Sachs has relied, with the Board’s consent, upon Clarica’s 
internal actuaries with respect to the reserve adequacy of Sun Life Financial and Clarica and, in that regard, Goldman 
Sachs has made no analysis of, and has expressed no opinion as to, the adequacy of such insurance reserves. In 
addition, Goldman Sachs has not made an independent evaluation or appraisal of the assets and liabilities (including the 
reserves) of Clarica or Sun Life Financial and has not been furnished with any such evaluation or appraisal, other than 
the Actuarial Reports (as defined in the full text of the Goldman Sachs Opinion) on which it has relied for actuarial 
information. Goldman Sachs also has assumed that all material governmental, regulatory or other consents and 
approvals necessary for the completion of the Transaction will be obtained without any adverse effect on Clarica or Sun 
Life Financial or on the expected benefits of the Transaction. 
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The Goldman Sachs Opinion was rendered only as at December 17, 2001 and on the basis of securities markets 
and economic and general business and financial conditions prevailing as at the date thereof and the condition and 
prospects, financial and otherwise, of Clarica as they were reflected in the information and documents reviewed by 
Goldman Sachs and as they were represented to Goldman Sachs in its discussions with the management of Clarica. 
Goldman Sachs’ analyses and the preparation of its opinion included assumptions with respect to industry performance, 
general business, market and economic conditions and other matters, many of which are beyond the control of any 
party involved in the Transaction. 


Pursuant to an engagement letter agreement with Clarica, Goldman Sachs is engaged to act as its financial advisor 
in connection with the Transaction and Clarica has agreed to pay Goldman Sachs, upon completion of the Transaction, 
a customary fee. In addition, Clarica has agreed to reimburse Goldman Sachs for its reasonable out-of-pocket expenses, 
including attorney’s fees, and to indemnify it against certain liabilities, including certain liabilities under applicable 
securities laws. 


Goldman Sachs was not engaged to and therefore did not prepare a ‘‘formal valuation’’ (within the meaning of 
applicable securities laws) of Clarica or Sun Life and its opinion should not be construed as such. 


TD Securities Opinion 


TD Securities is a Canadian investment banking firm with operations in a broad range of investment banking 
activities, including corporate and government finance, mergers and acquisitions, equity and fixed income sales and 
trading, investment management and investment research. TD Securities has participated in a significant number of 
transactions involving public and private companies and has extensive experience in preparing fairness opinions. 


On December 16, 2001, TD Securities delivered its oral opinion to the Board, which opinion was confirmed on 
December 17, 2001 by delivery of the written TD Securities Opinion, that, as of December 17, 2001, the consideration 
payable under the Transaction is fair, from a financial point of view, to the Shareholders other than Sun Life Financial. 


TD Securities’ conclusion as to the fairness, from a financial point of view, of the consideration payable under the 
Transaction to Shareholders, other than Sun Life Financial, is based upon various assumptions and limitations, 
including: 


¢ the limitation that projecting future results is inherently subject to uncertainty; 
* the assumption that all conditions precedent to the completion of the Transaction can be satisfied in due course; 


e the assumption that all consents, permissions, exemptions or orders of relevant regulatory authorities will be 
obtained without adverse condition or qualification; and 


¢ the assumption that the budgets, forecasts, projections and estimates prepared by Clarica management and Sun 
Life management and used in TD Securities’ analysis were prepared using the assumptions identified in them 
and that such assumptions are reasonable in the circumstances. 


TD Securities also assumed and relied upon the accuracy, completeness and fair presentation of all data and other 
information obtained by it from public sources or provided to it by Clarica and its personnel, advisors or otherwise, and 
specifically reviewed and relied upon, among other things, the Transaction Agreement, Clarica’s public disclosure 
documents, a certificate of senior officers of Clarica relating to, among other things, the accuracy of the information 
provided to TD Securities and the absence of any material change in the financial condition or prospects of Clarica, and 
Clarica’s internal actuarial analysis with respect to the adequacy of the reserves of Sun Life Financial and Clarica. 


The complete text of the TD Securities Opinion is attached as Schedule C to this Circular and the summary 
of the TD Securities Opinion set forth above is qualified in its entirety by reference to that opinion. The TD 
Securities Opinion was provided solely for the use of the Board and is not intended to be, and does not 
constitute, a recommendation as to how any Shareholder or Voting Policyholder should vote with respect to the 
Transaction. Shareholders and Voting Policyholders are urged to read the TD Securities Opinion carefully and 
in its entirety for a description of the procedures followed, the factors considered and the assumptions made by 
TD Securities in preparing the TD Securities Opinion. 


Pursuant to an engagement letter agreement with Clarica, TD Securities is engaged to act as Clarica’s financial 
advisor in connection with the Transaction and Clarica has agreed to pay TD Securities, upon completion of the 
Transaction, a customary fee. In addition, Clarica has agreed to reimburse TD Securities for its reasonable out-of- 
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pocket expenses, including attorney’s fees, and to indemnify it against certain liabilities, including certain liabilities 
under applicable securities laws. 


TD Securities was not engaged to and therefore did not prepare a ‘‘formal valuation’’ (within the meaning of 
applicable securities laws) of Clarica or Sun Life and its opinion should not be construed as such. 


Transaction Mechanics 


At the Special Meeting, Shareholders and Voting Policyholders will be asked to vote to approve the automatic 
exchange of each Clarica Share (other than those owned beneficially by Sun Life Financial as general fund assets) for 
that number of Sun Life Shares as is equal to the Exchange Ratio. 


If the Transaction Resolution is approved by at least two-thirds of the votes cast by Shareholders, voting 
separately as a class, and by at least two-thirds of the votes cast by Shareholders and Voting Policyholders, voting 
together, at the Special Meeting, all required regulatory approvals are received, and all other conditions to the 
completion of the Transaction are satisfied or waived, the share capital of Clarica will be reorganized at the Closing 
Time in the following manner: 


¢ the by-laws of Clarica will be amended to create the Exchangeable Shares and to change each Clarica Share 
(other than those owned beneficially by Sun Life Financial as general fund assets) into one Exchangeable Share; 


* immediately following the change of each Clarica Share into one Exchangeable Share, each Exchangeable 
Share will be exchanged automatically with Sun Life for: 


e in the case of each Exchangeable Share held by Shareholders other than Dissenting Shareholders, that 
number of Sun Life Shares as is equal to the Exchange Ratio; and 


¢ in the case of each Exchangeable Share held by Dissenting Shareholders, that number of Sun Life Shares as 
is to be determined in accordance with the Dissent Rights Agreement; and 


¢ Sun Life will convert the Exchangeable Shares acquired by it from the Clarica Shareholders in exchange for 
Sun Life Shares into Clarica Shares on a one-for-one basis. 


After giving effect to the Transaction, the Shareholders (other than Sun Life Financial) will own, in the aggregate, 
approximately 30% of the outstanding Sun Life Shares and Sun Life will own all of the outstanding Clarica Shares. 
Exchangeable Shares 


The following is a summary of the material rights, privileges, restrictions and conditions attaching to the 
Exchangeable Shares and is qualified in its entirety by reference to the full text of such rights, privileges, restrictions 
and conditions, which are attached as Schedule I to Appendix 1 to Schedule A to this Circular. 

Automatically Exchangeable for Sun Life Shares 


The Exchangeable Shares will be exchangeable for Sun Life Shares as follows: (i) for each Exchangeable Share 
other than those held by Dissenting Shareholders, that number of Sun Life Shares as is equal to the Exchange Ratio and 
(ii) for each Exchangeable Share held by a Dissenting Shareholder, that number of Sun Life Shares as is to be 
determined in accordance with the Dissent Rights Agreement. The exchange of all Exchangeable Shares for Sun Life 
Shares will be effected automatically at the Closing Time and without any act required of the holders of Exchangeable 
Shares. 

Voting Rights 

Subject to the provisions of the ICA, the holders of Exchangeable Shares, as such, will not be entitled to receive 

notice of, or to attend or to vote at, any meeting of the shareholders or shareholders and policyholders of Clarica. 


Redemption or Purchase 


The Exchangeable Shares may not be redeemed or purchased by Clarica. 


Ranking 


The Exchangeable Shares will rank junior to the Class A Shares, which are the only outstanding preferred shares 
of Clarica, and equally with the Clarica Shares with respect to priority in the distribution of assets in the event of the 
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liquidation, dissolution or winding-up of Clarica, whether voluntary or involuntary, or any other distribution of the 
assets of Clarica for the purpose of winding-up its affairs. 


Convertible into Clarica Shares 


After the automatic exchange of Exchangeable Shares for Sun Life Shares, the Exchangeable Shares will be 
convertible into Clarica Shares by Sun Life at its option. 


Fractional Shares 


No fractional Sun Life Shares will be delivered to any Shareholder otherwise entitled thereto. Instead, these 
Shareholders will receive a cash payment equal to their proportionate share of the proceeds (after deducting fees and 
expenses) received by CIBC Mellon on the sale of the Sun Life Shares representing the accumulation of all fractional 
interests in Sun Life Shares that would otherwise be issuable to Shareholders other than Dissenting Shareholders in 
connection with the Transaction. CIBC Mellon will make arrangements to sell such Sun Life Shares on the TSE on 
behalf of those Shareholders as soon as possible after the Closing Time. 


Procedure for Exchange of Share Certificates and Non-Certificated Clarica Shares 


Immediately prior to the Closing Time, Sun Life will deposit with CIBC Mellon the Sun Life Shares to be issued 
on the completion of the Transaction. Shareholders who have certificates representing their Clarica Shares must 
surrender such certificates to CIBC Mellon in order to receive their Sun Life Shares. A Letter of Transmittal will be 
sent separately to Shareholders whose Clarica Shares are represented by share certificates for use by such Shareholders 
to facilitate the exchange of their Clarica Shares for Sun Life Shares. The details of the exchange procedure will be 
described in the Letter of Transmittal. Non-Certificated Shareholders and unregistered Shareholders will not be 
required to take any action to effect the exchange of their Clarica Shares for Sun Life Shares. The Sun Life Shares 
issued to Non-Certificated Shareholders will be held by CIBC Mellon, the transfer agent and registrar for the Sun Life 
Shares, on behalf of such Shareholders in a share account established by Sun Life. Each Non-Certificated Shareholder 
residing in Canada will be sent a statement following the Closing Date setting out the number of Sun Life Shares issued 
to that Shareholder and held by CIBC Mellon on his or her behalf. Non-Certificated Shareholders residing in countries 
other than Canada will be issued a share certificate representing their Sun Life Shares. Further details regarding the 
share account, transferring Sun Life Shares from the share account and other information about services provided to 
Sun Life shareholders will be provided to Non-Certificated Shareholders following the Closing Date. 


Effect of the Transaction on the Clarica Options 


As at January 11, 2002, there were issued and outstanding Clarica Options to purchase an aggregate of 3,083,025 
Clarica Shares. These Clarica Options are held by officers and employees of Clarica and its affiliates under Clarica’s 
management stock incentive plans. The terms of these plans currently provide that all unvested Clarica Options will 
vest immediately prior to the Closing Time and that all outstanding Clarica Options will thereafter be exercisable to 
acquire the same per share consideration as was received by the Shareholders pursuant to the Transaction. Pursuant to 
the terms of the Transaction Agreement, and subject to the receipt of the approval of the TSE and any other additional 
approvals that may be required, Clarica’s management stock incentive plans will be amended prior to the Closing Time 
to provide that each unexercised Clarica Option outstanding at the Closing Time will be exchanged for an option to 
acquire that number of Sun Life Shares as is equal to the Exchange Ratio for each Clarica Share for which such Clarica 
Option was exercisable immediately prior to the Closing Time, rounded down to the nearest whole number of Sun Life 
Shares. The new Clarica Options will be exercisable at an exercise price per Sun Life Share equal to the exercise price 
per Clarica Share at which such Clarica Option was exercisable immediately prior to the Closing Time, divided by the 
Exchange Ratio, rounded up to the nearest cent. The terms and conditions of each Clarica Option and the rights of each 
holder thereof will otherwise remain unchanged. 


No Effect on Policyholders 


The Transaction will not affect the terms and conditions of policies of Voting Policyholders or other Clarica 
policyholders, including premiums, policy benefits, annuity payments or any right to receive experience dividends. 


No Effect on Clarica Preferred Shares 


Upon completion of the Transaction, Sun Life will own all of the issued and outstanding Clarica Shares and 
Clarica will become a subsidiary of Sun Life. The 6,000,000 Non-Cumulative Redeemable Class A Preferred Shares, 
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Series 1, in the capital of Clarica will remain outstanding as preferred shares of Clarica with the same rights and share 
conditions that currently exist. 


Waiver of Rights Plan 


Clarica adopted the Rights Plan to allow the Board to deal more effectively and in the best interests of the 
Shareholders with unsolicited offers from third parties, to provide sufficient time for the consideration of any such 
offers and to allow enough time for competing transactions to emerge. The Rights Plan contains provisions which could 
have a substantial dilutive effect on the ownership interest of any person who acquires more than 20% of the Clarica 
Shares without the prior approval of the Board and provides generally that the application of those provisions to a 
negotiated transaction may be waived by the Board in its discretion. However, the technical terms of the Rights Plan 
require the prior approval of the Shareholders in order for such a waiver to be made where a transaction is structured as 
a capital reorganization or other Shareholder-approved transaction. The Board is of the view that it would be 
inappropriate for the potentially dilutive provisions of the Rights Plan to apply in the context of the Transaction and the 
completion of the Transaction is therefore conditional upon the waiver of the application of such provisions to the 
Transaction as contemplated by the Transaction Resolution. 


Stock Exchange Listings 


The TSE has conditionally approved the listing of the Sun Life Shares issuable in connection with the Transaction. 
Listing on the TSE is subject to Sun Life fulfilling all of the requirements of the TSE on or before the date of issuance 
of such shares. 


Sun Life will apply to list the Sun Life Shares issuable in connection with the Transaction on the NYSE. Sun Life 
also intends to apply to list the Sun Life Shares issuable in connection with the Transaction on the London Stock 
Exchange and the Philippines Stock Exchange. 


Qualification for Trading 
Canada 


In order for the Sun Life Shares issuable in connection with the Transaction to be freely tradeable in all provinces 
and territories in Canada as required by the Transaction Agreement, an application has been made to the securities 
commission or similar authority in each of the provinces and territories of Canada to seek certain relief from the 
registration and prospectus requirements in connection with the issuance of such Sun Life Shares. Other than such 
relief, no approvals, orders or rulings are necessary in order for the Sun Life Shares issuable in connection with the 
Transaction to be freely tradeable in all provinces and territories in Canada, subject to exceptions or requirements of 
general application. 


United States 


The Sun Life Shares to be issued to U.S. Shareholders in connection with the Transaction will be registered under 
the U.S. Securities Act and may be sold without restriction under the U.S. Securities Act by any U.S. Shareholder who, 
for purposes of United States securities laws, is not an ‘‘affiliate’’ of Clarica at the time the Transaction is submitted to 
Shareholders and Voting Policyholders, and who will not be an affiliate of Sun Life at the time of any resale of such 
Sun Life Shares. An ‘‘affiliate’’ of a corporation for purposes of relevant United States securities laws is a person who, 
directly or indirectly, through one or more intermediaries, controls or is controlled by, or is under common control 
with, such corporation. Any resale of such Sun Life Shares by such an affiliate or former affiliate may be subject to 
registration requirements of the U.S. Securities Act,-absent an exemption therefrom. Any such affiliate or former 
affiliate should obtain the advice of its legal counsel with respect to the application of the U.S. Securities Act to the 
offer or sale of such Sun Life Shares by such person. 


Eligibility for Investment in Canada 


In the opinion of Davies Ward Phillips & Vineberg LLP, legal counsel to Clarica, and Torys LLP, legal counsel to 
Sun Life, had the Transaction become effective on the date hereof, the Sun Life Shares to be received by Shareholders 
on completion of the Transaction would be, on the date hereof, eligible investments, without resort to the so-called 
‘‘basket provisions’’, in each case subject to general investment provisions and, in certain cases, subject to prudent 
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investment requirements and additional requirements relating to investment or lending policies or goals, under or by the 
following statutes and the regulations thereunder: 


Bank Act (Canada) Pension Benefits Act (Ontario) 
Cooperative Credit Associations Act (Canada) An Act Respecting Insurance (Quebec) 
Insurance Companies Act (Canada) An Act Respecting Trust Companies 

Trust and Loan Companies Act (Canada) and Savings Companies (Quebec) 
Pension Benefits Standards Act, 1985 (Canada) Supplemental Pension Plans Act (Quebec) 


In addition, in the opinion of Davies Ward Phillips & Vineberg LLP and Torys LLP, had the Transaction become 
effective on the date hereof, the Sun Life Shares-to be received by Shareholders on completion of the Transaction 
would be, on the date hereof, qualified investments under the Tax Act and the regulations thereunder for a trust 
governed by a registered retirement savings plan, a registered retirement income fund, a deferred profit sharing plan or 
a registered education savings plan, and would not be foreign property for purposes of the Tax Act. For a discussion of 
the prohibited investment considerations under the Tax Act for registered pension plans, see ‘“Tax Considerations for 
Clarica Shareholders — Canadian Federal Income Tax Considerations — Residents of Canada’’. 


Interests of Management and Others in the Transaction 


In considering the recommendation of the Board with respect to the Transaction, Shareholders and Voting 
Policyholders should be aware that certain members of Clarica’s management and the Board have certain interests in 
connection with the Transaction, including those referred to below, that may present them with actual or potential 
conflicts of interest in connection with the Transaction. The Board is aware of these interests and considered them 
along with the other matters described above in “‘— Reasons for the Transaction’’. 


Clarica has employment agreements with certain senior officers which provide for, among other things, a 
requirement to pay those officers multiples of their respective annual compensation ranging from two to three times if 
the officer is terminated or, in the case of certain of the officers, if the officer resigns, in each case within a period of 
time after a change of control of Clarica. The Transaction will constitute a change of control of Clarica for purposes of 
these employment agreements. See “‘Information Concerning Clarica — Clarica Executive Compensation’’. Sun Life 
Assurance intends to enter into new employment agreements with certain of these senior officers at or prior to the 
Closing Time. 


Sun Life has agreed to nominate, as soon as reasonably practicable, five members of the Board to join the board of 
directors of each of Sun Life and Sun Life Assurance including David A. Ganong, Chairman of the Board of Clarica, 
and Robert M. Astley, President and Chief Executive Officer of Clarica. See ““Sun Life Financial and Clarica After the 
Transaction — Corporate Governance’’. 


Intentions of Clarica Directors and Senior Officers 


The directors and senior officers of Clarica, who collectively own 146,964 Clarica Shares at the date hereof, which 
represent approximately 0.1% of the outstanding Clarica Shares, have indicated that they intend to vote in favour of the 
Transaction Resolution. 


OTHER TERMS OF THE TRANSACTION AGREEMENT 


Conduct of Clarica’s Business Pending the Closing 


Until the earlier of the Closing Time and the termination of the Transaction Agreement, and unless Sun Life 
otherwise agrees in writing, Clarica is required to conduct its business in the ordinary course of business, consistent 
with past practice, and must preserve intact its business organizations and goodwill, including contractual rights. 
Non-Solicitation 


Termination of Existing Discussions 


The Transaction Agreement required Clarica and its representatives to immediately cease and cause to be 
terminated any then existing solicitation, encouragement, activity, discussion or negotiation with any person with 
respect to any Alternative Proposal. 
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Non-Solicitation Covenant 


The Transaction Agreement further provides that, except as contemplated below, Clarica will not and will not 
permit any of its representatives to: 


* solicit, initiate or encourage any inquiry or the making of any proposal to it or its shareholders or policyholders 
from any person which constitutes, or may reasonably be expected to lead to, in either case, in one transaction 
or a series of transactions, an Alternative Proposal; 


* enter into or participate in or continue any discussions or negotiations regarding, agree to or endorse or 
recommend, or enter into or propose to enter into any agreement, arrangement or understanding in relation to, 
an Alternative Proposal; or 


¢ furnish to any person any information with respect to the business, properties, operations, prospects or condition 
(financial or otherwise) of Clarica in circumstances under which it knows, or it ought reasonably to know, that 
such information will be used by the recipient in connection with, or in order to make or evaluate making an 
Alternative Proposal. 


In addition, Clarica may not release any person from any confidentiality agreement or standstill agreement by which 
such person is bound unless such person has made a Superior Proposal. 


Ability to Respond to Superior Proposal 


Notwithstanding the foregoing, the Board may, at any time before the Special Meeting, consider, participate in 
discussions or negotiations with, or provide information to, any person who has delivered to Clarica a bona fide written 
Alternative Proposal (with respect to which Clarica has not breached its non-solicitation covenant), provided that the 
Board, after consultation with its financial and legal advisors, has determined that it is necessary for the directors to 
take that action in order to discharge properly their fiduciary duties under the ICA and that such Alternative Proposal is 
or, if consummated in accordance with its terms, would reasonably be expected to be, a Superior Proposal. 


Notice to Sun Life 


Clarica has agreed to notify Sun Life as soon as possible (and in any event within 24 hours of receipt) of any 
bona fide written Alternative Proposal of which its senior management or the Board becomes aware, or any request for 
non-public information relating to it in connection with an Alternative Proposal or for access to its properties, books or 
records by any person that informs it or its representatives that such person is considering making, or has made, an 
Alternative Proposal. The notice must include a description of the material terms and conditions of any proposal and 
provide such details of the proposal, inquiry or contact as Sun Life may reasonably request, including the identity of the 
person making such proposal, inquiry or contact. 


Entering into of Confidentiality Agreement with Respect to Alternative Proposal 


If Clarica receives a request for material non-public information from a person who proposes a bona fide written 
Alternative Proposal, and the Board determines that such Alternative Proposal is a Superior Proposal, then, and only in 
that case, but subject to the execution of a confidentiality agreement substantially similar to the Confidentiality 
Agreement entered into by Clarica and Sun Life, the Board may provide such person with access to information 
regarding Clarica. Clarica will be required to send a copy of any such confidentiality agreement to Sun Life 
immediately on its execution and to provide Sun Life with a list of or copies of the information provided to such person 
and immediate access to similar information. 


Sun Life’s Opportunity to Match 


Clarica may accept, approve, recommend or enter into an agreement, arrangement or understanding in respect of 
an Alternative Proposal on the basis that it constitutes a Superior Proposal, provided that: 


* it gives notice to Sun Life that it proposes to do so, promptly after so determining; 


¢ after consultation with its financial and legal advisors, the Board determines that it would be necessary for the 
directors to take that action in order to discharge properly their fiduciary duties under the ICA; 


* it provides to Sun Life a copy of the agreement relating to the Alternative Proposal, if any; and 


* it provides Sun Life with the opportunity, for a period of five business days from the later of (i) the date that 
Sun Life receives notice from Clarica of any bona fide written Alternative Proposal of which Clarica’s senior 
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management or the Board has become aware, or any request for non-public information relating to Clarica or 
any of its subsidiaries in connection with an Alternative Proposal, or for access to its properties, books or 
records by any person that informs Clarica or its representatives that such person is considering making, or has 
made, an Alternative Proposal and (ii) the date that Sun Life receives notice from Clarica that Clarica proposes 
to accept, approve, recommend or enter into an agreement in respect of an Alternative Proposal on the basis that 
it constitutes a Superior Proposal, to negotiate to amend the Transaction Agreement and the terms of the 
Transaction to provide for terms that to Clarica and the Shareholders are (in the good faith determination of the 
Board) as favourable as, or superior to, the terms of the Superior Proposal. 


If at any time during such five business day period Sun Life elects to make a proposal that, in the good faith belief of 
the directors of Sun Life, provides for terms that to Clarica and the Shareholders are as favourable as, or superior to, the 
terms of the Superior Proposal and delivers to Clarica an executed amendment to the Transaction Agreement reflecting 
the new proposal, the Board will be required to: 


¢ call and hold a meeting of the Board (or the appropriate committee thereof) to consider Sun Life’s proposal as 
soon as reasonably possible but not later than 48 hours after receipt of such proposal; 


¢ in good faith consider such proposal and permit Sun Life and its representatives to make a presentation to the 
meeting in respect of the relative merits of Sun Life’s proposal and the Superior Proposal (but not otherwise to 
attend or participate in the meeting or the deliberation of the Board); and 


¢ not later than the date the Board meeting is required to be held as set forth above, determine and advise Sun Life 
as to whether the Board has determined that Sun Life’s proposal provides for terms that to Clarica and the 
Shareholders are as favourable as, or superior to, the terms of the Superior Proposal. 


In the event that the Board determines that the Sun Life proposal provides for terms that to Clarica and the 
Shareholders are as favourable as, or superior to, the terms of the Superior Proposal, it will cause Clarica immediately 
thereafter to execute the amendment to the Transaction Agreement delivered by Sun Life and not take any actions in 
furtherance or support of the Superior Proposal. If, however, the Board continues to believe, in good faith, and after 
consultation with its financial advisors and outside counsel, that the Superior Proposal continues to be a Superior 
Proposal, and therefore rejects Sun Life’s amended proposal, then, subject to payment of the Termination Fee to Sun 
Life, Clarica may terminate the Transaction Agreement. 


Clarica will not have any of the rights described in this section after the Special Meeting if the Transaction 
Resolution is approved at the Special Meeting. 
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See also “‘—Termination’’ and ‘‘— Termination Fee and Expense Reimbursement’’. 


Adjourning or Postponing the Special Meeting 


Where, at any time before the Special Meeting, (i) Clarica has provided Sun Life with notice of any bona fide 
written Alternative Proposal of which its senior management or the Board has become aware, or of any request for non- 
public information relating to Clarica in connection with an Alternative Proposal, or for access to its properties, books 
or records by any person that informs Clarica or its representatives that such person is considering making, or has 
made, an Alternative Proposal, (11) an Alternative Proposal has been publicly disclosed or announced or (iii) Sun Life 
reasonably believes that a person intends to make an Alternative Proposal, and, in any such case, the five business day 
period during which Sun Life is to have the opportunity to match any Superior Proposal, as described above, has not 
elapsed, then, at Sun Life’s request, but subject to applicable law, Clarica will postpone or adjourn the Special Meeting 
at the Special Meeting (but not beforehand without Sun Life’s consent) to a date acceptable to Sun Life but not later 
than 20 days after the scheduled date of the Special Meeting. 


If Clarica provides Sun Life with notice that it intends to accept, approve, recommend or enter into an agreement, 
arrangement or understanding in respect of an Alternative Proposal on the basis that it constitutes a Superior Proposal 
on a date that is less than five business days before the date of the Special Meeting and Sun Life has not made a 
proposal to amend the terms of the Transaction Agreement that the Board has determined provides for terms that to 
Clarica and the Clarica Shareholders are as favourable as, or superior to, the terms of such Superior Proposal, then, 
subject to applicable law, Clarica may postpone or adjourn the Special Meeting to a date that is at least five business 
days but not more than 10 business days after the scheduled date of the Special Meeting. 
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Conditions to the Transaction Becoming Effective 


The implementation of the Transaction is subject to certain conditions being satisfied or waived by one or both of 
Clarica and Sun Life at or before the Closing Time. 


Regulatory Approvals 


The obligations of Clarica and Sun Life to complete the Transaction are subject to the receipt of certain regulatory 
approvals on a basis which does not impose terms and conditions which would, individually or in the aggregate, have a 
material adverse effect on Sun Life or Clarica and their subsidiaries on a combined basis, including the following: 


¢ applicable approvals under the ICA, including the approval of the Minister of Finance under section 407(1) of 
the ICA; 


¢ approval of the Superintendent; 


¢ the Commissioner shall have issued an advance ruling certificate pursuant to section 102 of the Competition 
Act in respect of the Transaction or the applicable waiting period under Part IX of the Competition Act shall 
have expired and the Commissioner shall have advised Sun Life in writing that he does not intend to 
commence any proceedings under the Competition Act in respect of the Transaction, such advice being on 
terms and in a form satisfactory to Sun Life, acting reasonably, and not having been amended or rescinded; 


¢ applicable approvals (or the expiry or termination of any applicable waiting periods) under the HSR Act and 
other applicable competition or anti-trust laws; 


¢ applicable approvals under the Trust and Loan Companies Act (Canada), including the approval of the 
Minister of Finance under section 375 of such Act; 


¢ applicable approvals under insurance and trust company laws of each applicable province and territory of 
Canada; 


¢ applicable approvals under securities laws of each applicable province and territory of Canada, including 
approvals relating to: (i) the change in control of a mutual fund manager; (ii) the permitted holdings of a 
mutual fund; (iii) the issuance of the Exchangeable Shares; and (iv) the issuance of the Sun Life Shares on 
exchange of the Exchangeable Shares; and 


¢ applicable approvals (or the expiry or termination of any applicable waiting periods) under applicable 
insurance laws of each applicable state of the United States of America, including Michigan and North Dakota, 
and of Barbados and Ireland, 


except where the failure to obtain any such approvals would not, individually or in the aggregate, have a material 
adverse effect on Sun Life and Clarica on a combined basis or affect the listing or the free tradeability of the Sun Life 
Shares. 


It is also a condition of closing that all other regulatory consents, waivers, permits, orders and approvals, in 
connection with, or required to permit, the Transaction be obtained, and that all applicable waiting periods expire, 
where the failure to obtain or the non-expiry of the same would constitute a criminal offence, or would, individually or 
in the aggregate, have a material adverse effect on Sun Life and Clarica and their subsidiaries on a combined basis. 


See ‘‘Regulatory Matters’’. 


Shareholder and Voting Policyholder Approvals 


In order for the Transaction to become effective, the Transaction Resolution must be passed by at least two-thirds 
of the votes cast by Shareholders, voting separately as a class, and by at least two-thirds of the votes cast by 
Shareholders and Voting Policyholders, voting together, present in person or by proxy at the Special Meeting. 


Issuance and Stock Exchange Listings of Sun Life Shares 


The obligation of Clarica to complete the Transaction is subject to the conditions that the Sun Life Shares to be 
received (i) by Shareholders on the completion of the Transaction, (ii) by holders of Clarica Options on the exercise 
thereof, and (iii) by. Dissenting Shareholders on the exercise of Dissent Rights, must be conditionally approved for 
listing on the TSE and the NYSE, subject to compliance with the usual requirements of such exchanges, and upon 
issuance must be ‘‘freely tradeable’’ under the securities laws of Canada and the United States. See ‘“‘The 
Transaction — Stock Exchange Listings’’ and “‘— Qualification for Trading’’. 
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Additional Conditions under the Transaction Agreement 


The obligations of Clarica and Sun Life to complete the Transaction are also subject to the fulfilment of certain 
further conditions, including: 


* no provision of any applicable insurance or other laws and no judgment, injunction, order or decree which 
restrains or enjoins or otherwise prohibits the Transaction or the other transactions contemplated by the 
Transaction Agreement shall be in effect; 


e the other party shall have performed or complied with, in all material respects, each of its obligations, 
agreements and covenants in the Transaction Agreement; 


e the representations and warranties of the other party in the Transaction Agreement shall be true and correct in 
all material respects (or where such representations and warranties are qualified by materiality, in all respects) 
as of the Closing Date (except for any representations and warranties made as of a specified date, which will 
be true and correct in all material respects or in all respects, as appropriate, as of such specified date); 


¢ since the date of the Transaction Agreement, there shall not have been (or if there existed or previously 
occurred, there shall not have been disclosed to any party) any change, event, occurrence or development that 
would reasonably be expected to have a material adverse effect on the other party or that would materially and 
adversely affect the ability of the other party to perform its obligations under the Transaction Agreement; 


e the board of directors of the other party shall have adopted all necessary resolutions, and taken all other 
necessary corporate action to enable such party to perform its obligations under the Transaction Agreement; 
and 


¢ the Transaction Agreement shall not have been terminated pursuant to its terms. 


The obligation of Sun Life to complete the transactions contemplated by the Transaction Agreement is also subject 
to the condition that the holders of not more than 5% of the Clarica Shares shall have exercised (and not withdrawn) 
their Dissent Rights in respect of the Transaction. 


Alternative Form of Transaction 


If it is determined in accordance with the Transaction Agreement that the Transaction cannot be completed by way 
of a reorganization of Clarica’s share capital, or the Special Meeting is not held by June 30, 2002, Sun Life has agreed 
to make an offer to acquire all of the outstanding Clarica Shares by way of take-over bid under which Sun Life would 
offer consideration of 1.5135 Sun Life Shares for each Clarica Share. 


Closing Date of the Transaction 


The Closing Date will occur on the third business day after the receipt of all required approvals of the Transaction, 
including required regulatory approvals and approval of the Transaction Resolution by the Shareholders and Voting 
Policyholders. While it is therefore not possible to specify when the Closing Date of the Transaction will occur, Clarica 
currently anticipates that, subject to obtaining all such approvals, the Closing Date will occur during the second quarter 
of 2002. 


Clarica and Sun Life will issue a joint press release announcing the Closing Date as soon as it has been 
determined. 
Termination 


The Transaction Agreement may be terminated at any time prior to the Closing Time (even if the Shareholders and 
Voting Policyholders have approved the Transaction Resolution at the Special Meeting): 


(a) by mutual agreement of Sun Life and Clarica; 


(b) by Sun Life or Clarica, if the Transaction or any part of it is illegal or otherwise prohibited by law, or if any 
final and non-appealable judgment, injunction, order or decree of a court or regulatory authority prohibiting 
Sun Life or Clarica from proceeding with or completing the Transaction or any part of it is entered; 


(c) by Sun Life or Clarica, if any required regulatory approval under the Transaction Agreement becomes 
incapable of satisfaction; 
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(d) by Sun Life or Clarica, if the Closing Date does not occur on or prior to September 30, 2002, provided that 
(i) the Closing Date may be delayed to a date not later than December 31, 2002 if the delay is the result of 
an injunction or order made by a court or regulatory authority or the parties not having obtained any 
required regulatory approval, provided that such injunction or order is being contested or appealed or such 
regulatory approval is being actively sought and (ii) the delay does not result from the default of the 
terminating party; 


(ce) by Sun Life, if: 


¢ the Board fails to recommend or withdraws, modifies or changes its approval or recommendation of the 
Transaction Agreement or the Transaction in a manner adverse to Sun Life; 


* following the announcement of an Alternative Proposal, the Board fails to affirm its approval or 
recommendation of the Transaction Agreement or the Transaction within five business days after any 
written request to do so from Sun Life; 


“é 


¢ Clarica has breached its obligations described under ‘‘— Non-Solicitation’’ above, including its 
obligation to provide Sun Life with the opportunity to match a Superior Proposal; or 


¢ the Board accepts, approves, recommends or enters into an agreement (other than a confidentiality 
agreement) with any person with respect to a Superior Proposal; 


(f) by either Sun Life or Clarica, if at the Special Meeting the requisite votes of the Shareholders and Voting 
Policyholders to approve the Transaction Resolution are not obtained; 


(g) by Clarica, where Clarica has delivered to Sun Life notice that it intends to accept, recommend, approve or 
enter into an agreement in respect of an Alternative Proposal on the basis that it constitutes a Superior 
Proposal and Sun Life has failed to amend the Transaction Agreement to provide for terms that, in the 
determination of the Board, are as favourable as, or superior to, the terms of the Superior Proposal; 


(h) by Sun Life, if Clarica has breached any of its representations, warranties, agreements, covenants or 
obligations in the Transaction Agreement in any material respect (or, where any representation or warranty 
is qualified by materiality, in any respect) and such breach is not curable or, if curable, is not cured within 
15 days after notice of the breach has been received by Clarica; 


(i) by-Clarica, if Sun Life has breached any of its representations, warranties, agreements, covenants or 
obligations in the Transaction Agreement in any material respect (or, where any representation or warranty 
is qualified by materiality, in any respect) and such breach is not curable or, if curable, is not cured within 
15 days after notice of the breach has been received by Sun Life; 


(j) by Sun Life, if, since the date of the Transaction Agreement, there has been (or, if there exists or has 
previously occurred, there has been disclosed, generally or to Sun Life), any change, event, occurrence or 
development that would reasonably be expected to have a material adverse effect on Clarica or that would 
materially and adversely affect the ability of Clarica to perform its obligations under the Transaction 
Agreement; or 


(k) by Clarica, if, since the date of the Transaction Agreement, there has been (or, if there exists or has 
previously occurred, there has been disclosed, generally or to Clarica), any change, event, occurrence or 
development that would reasonably be expected to have a material adverse effect on Sun Life or that would 
materially and adversely affect the ability of Sun Life to perform its obligations under the Transaction 
Agreement. 


Termination Fee and Expense Reimbursement 


Clarica will be required to pay the Termination Fee or the Expense Reimbursement Amount to Sun Life in the 
event that: 


e the Transaction Agreement is terminated by Sun Life in the circumstances described in paragraph (e) under 
‘*‘__ Termination’’ above, in which case the Termination Fee must be paid to Sun Life within three business 
days following such termination; 


* (i) prior to the date of the Special Meeting a bona fide Alternative Proposal has been made, or any proposal or 
expression of interest by a third party regarding an Alternative Proposal has been publicly disclosed or 
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announced, (ii) the Transaction Agreement is terminated by either party because the Transaction Resolution is 
not approved by Shareholders and Voting Policyholders at the Special Meeting and (iii) either (A) the 
Alternative Proposal referred to in (i) above is subsequently completed or (B) within 12 months after the date of 
the Special Meeting another bona fide Alternative Proposal is made or a proposal or expression of interest by a 
third party regarding an Alternative Proposal is publicly disclosed or announced and such Alternative Proposal 
is subsequently completed, in which case the Termination Fee must be paid to Sun Life immediately prior to the 
completion of either such Alternative Proposal; 


¢ the Transaction Agreement is terminated by Sun Life (i) as the result of a breach by Clarica of the Transaction 
Agreement as described in paragraph (h) under *“‘— Termination’’ above and prior to such termination a 
bona fide Alternative Proposal has not been made, and at such time no proposal or expression of interest by a 
third party regarding an Alternative Proposal has been publicly disclosed or announced, or (ii) as the result of a 
material adverse change with respect to Clarica described in paragraph (j) under ‘‘— Termination’’ above, in 
which case the Expense Reimbursement Amount must be paid to Sun Life within three business days following 
notice of such termination; 


* the Transaction Agreement is terminated by Sun Life as the result of a breach by Clarica of the Transaction 
Agreement as described in paragraph (h) under “‘— Termination’? above and prior to such termination a 
bona fide Alternative Proposal has been made, or any proposal or expression of interest by a third party 
regarding an Alternative Proposal has been publicly disclosed or announced, in which case (i) the Expense 
Reimbursement Amount must be paid to Sun Life within three business days following such termination and 
(ii) if at any time within 12 months following the date of such termination, Clarica enters into any agreement for 
an Alternative Proposal or consummates a transaction that constitutes an Alternative Proposal, the Termination 
Fee (less the Expense Reimbursement Amount paid under clause (i)) must be paid to Sun Life immediately 
prior to the completion of either such Alternative Proposal; and 


¢ the Transaction Agreement is terminated by Clarica as the result of Sun Life having failed to match a Superior 
Proposal as described in paragraph (g) under ‘‘— Termination’’ above, in which case the Termination Fee must 
be paid to Sun Life prior to such termination. 


Sun Life will be required to pay the Expense Reimbursement Amount to Clarica in the event that the Termination 
Agreement is terminated by Clarica as the result of a breach by Sun Life of the Transaction Agreement as described in 
paragraph (i) under “‘— Termination’’ above or as the result of a material adverse change with respect to Sun Life 
described in paragraph (k) under “‘— Termination’’ above, in which case the Expense Reimbursement Amount must 
be paid to Clarica within three business days following notice of such termination. 


SUN LIFE FINANCIAL AND CLARICA AFTER THE TRANSACTION 


Sun Life Financial and Clarica believe that the Transaction will create a market leader in the Canadian life 
insurance industry and a stronger international competitor during a period of consolidation in the financial services 
industry. By combining their operations, Sun Life Financial and Clarica expect to achieve significant cost synergies and 
to compete more effectively in all of the key protection and wealth management businesses in Canada. With greater 
critical mass and a stronger Canadian base, Sun Life Financial will be better positioned to expand in the United States 
and other international markets. 


The combination of Sun Life Financial and Clarica will be the largest Canadian life insurance organization, with 
pro forma combined total revenues of $26.3 billion and assets under management of $378.3 billion, including total 
general and segregated fund assets of $174.3 billion, as at and for the 12 months ended September 30, 2001 (giving 
effect to the acquisition of Keyport and IFMG as if it had occurred on January 1, 2000). Upon completion of the 
Transaction, Sun Life Financial will be one of the largest life insurance organizations in North America and the fifth 
largest financial institution in Canada, measured by market capitalization as at January 11, 2002. 


The Transaction combines the complementary Canadian product lines and distribution channels of Sun Life 
Financial and Clarica, enhancing their combined earnings base. The combined organization will be the leader in group 
life and health insurance and group retirement services (based on premiums and assets under management, 
respectively) and the leader in individual life insurance and individual annuity premiums, with approximately seven 
million customers in Canada. 
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In combining their Canadian operations, Sun Life Financial and Clarica are committed to preserving the best of 
both companies and to ensuring that the businesses and organizations of Sun Life Financial and Clarica will be 
combined in the best interests of shareholders. Sun Life Financial and Clarica will work together to prepare a detailed 
plan for the integration of Clarica’s business and operations with certain of Sun Life Assurance’s Canadian retail and 
group businesses, including Spectrum Investment Management Limited and Sun Life Financial Advisory Services Inc. 
(the ““Combined Canadian Operations’’). Although the integration process will progress as quickly and efficiently as 
practicable, it is expected to take approximately two years to complete. The integration supervisory team will be 
chaired by Clarica’s current President and Chief Executive Officer, Mr. Robert M. Astley, and will include three other 
representatives of each of Sun Life Financial and Clarica. 


Synergies 


Sun Life Financial and Clarica believe that the Transaction will result in a lower combined cost structure through 
economies of scale and cost synergies. Sun Life Financial and Clarica currently estimate that these annual pre-tax cost 
savings will equal approximately $100 million in 2002, $230 million in 2003 and $270 million in 2004 and annually 
thereafter. In particular, Sun Life Financial and Clarica believe that costs savings will be realized in the following broad 
categories: 


¢ Business Unit Expense Reductions — Sun Life Financial and Clarica expect to achieve cost synergies in 
business unit operations primarily through the reduction of duplicate functions, including in the back office, 
administrative and customer service areas. Significant additional expense savings are expected from the 
rationalization of duplicate office locations in geographic centres across Canada and the United States. 


* Corporate Functions — The combined corporate expenses of Sun Life Financial and Clarica are expected to be 
reduced significantly, primarily due to the requirement for a single corporate management team, the elimination 
of duplicate functions and reduction in occupancy costs in the corporate offices of both organizations. 


¢ Information Technology and Systems — Information technology and systems costs will be reduced primarily 
through migration to a single information technology platform for each of the major Canadian business units, 
including retail, group life and health and group retirement services. In addition, Sun Life Financial and Clarica 
expect to realize significant synergies through the rationalization of functions between their two data centres. 
Further information technology and systems cost reductions are expected from the integration of various 
systems supporting the organizations’ U.S. businesses. 


The estimated cost synergies reflect the preliminary analysis made by Sun Life Financial and Clarica in the course 
of their respective reviews of each other’s businesses. Achievement of particular synergies will, however, depend on 
the detailed steps in the integration plan for the Combined Canadian Operations and Sun Life Financial’s success in 
implementing them. See “‘Investment Considerations Relating to Sun Life Shares’’. 


In developing integration plans for the Combined Canadian Operations, Sun Life Financial and Clarica have not 
assumed the realization of any material revenue synergies, although they believe that opportunities may exist to achieve 
certain revenue synergies in the future. 


Operations 


Upon completion of the Transaction, the Combined Canadian Operations will be headquartered at the principal 
offices of Clarica in Waterloo, Ontario, while maintaining a significant presence in each of Toronto, Ottawa, Montreal 
and selected locations in Western Canada. Mr. Astley will continue in his current position of President and Chief 
Executive Officer of Clarica, and will be appointed the President, Canadian Operations, of each of Sun Life and Sun 
Life Assurance. Mr. Astley will be the senior officer with primary responsibility for the Combined Canadian 
Operations, reporting directly to the Chief Executive Officer of Sun Life. 


Clarica’s United States operations will be integrated with Sun Life Financial’s United States operations under the 
direction of the existing Sun Life U.S. management team. 


Sun Life Assurance and Clarica will continue to use the Clarica brand for Clarica’s retail sales force and retail 
products and Clarica’s reinsurance business for at least two years following the Closing Date. During this period, Sun 
Life Financial and Clarica will continue to invest in the development, promotion and protection of the Clarica brand. 
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Corporate Governance 


Sun Life has agreed to nominate to the board of directors of each of Sun Life and Sun Life Assurance, as soon as 
reasonably practicable, Mr. Astley, Clarica Chairman David A. Ganong, and three other individuals who are currently 
directors of Clarica. Following completion of the Transaction, the board of directors of Clarica will be identical to the 
boards of directors of Sun Life and Sun Life Assurance. Mr. Astley will also be appointed to the boards of directors of 
certain other companies, the business and operations of which are included in the Combined Canadian Operations. 


Commitment to Employees 


Sun Life will honour Clarica’s contractual commitments to its employees in effect at the Closing Time, including 
all then existing employment and severance agreements, option plans and pension and other post-retirement benefit 
plans. Clarica employees will be entitled to employment benefits and incentive packages that are consistent with and 
comparable to those available to comparable Sun Life Financial employees and that are at least as favourable as those 
available to them immediately prior to the Closing Time. 


Sun Life Financial currently anticipates that approximately 1,500 positions, out of a combined total of 
approximately 8,600 positions, will be eliminated. With normal voluntary turnover, combined business growth and 
other steps Sun Life Financial and Clarica will take, Sun Life Financial and Clarica expect that the number of 
employees who actually are terminated will be substantially fewer than the number of positions eliminated. Employees 
of both organizations will have full access to all vacant positions in the new organization. 


A transition fund of $25 million will be established for costs relating to retraining, relocation and entrepreneurial 
support for employees. This fund will include a $5 million assistance fund to assist individuals, whose employment 
with Sun Life Financial or Clarica is terminated or is expected to be terminated as a result of the Transaction, in 
obtaining new employment either within or outside the combined operations. 


Selected Unaudited Pro Forma Consolidated Financial Information of Sun Life 


The following tables summarize certain unaudited pro forma financial data extracted from the consolidated pro 
forma financial information of Sun Life contained in this Circular and from other financial information provided by Sun 
Life. This unaudited pro forma financial data gives effect to the proposed acquisition of Clarica and the acquisition of 
Keyport and IFMG, including related public financings, as if they had occurred as of September 30, 2001 for the 
purposes of the unaudited pro forma consolidated balance sheet information and as of January 1, 2000 for the purposes 
of the unaudited pro forma consolidated statements of operations information. See Schedule D to this Circular, 
‘‘Unaudited Pro Forma Consolidated Financial Statements of Sun Life’’. 


For the For the 
Nine Months Ended Year Ended 
September 30, 2001 December 31, 2000 


(unaudited) 
(in millions, except per share amounts) 


Total Revenues 2 Renee ee ae Se eee ee Stee $19,366 $26,250 
TotalUNetincoméssice se. 7 hs ene rk oe ee $ 723 $ 892 
Shareholders’ Basic Earnings Per Common Share.................. Soils $ 1.44 
Premiums, Deposits and Fund Sales 
Préemiunmrevente Je. 0eiek. Hotes ot. ai. Guanes. New. rater. aon 8 $11,738 $15,870 
Sestéegated dundideposits go. c vat AS eeh.2 . elseele ches. Se SPR 7,158 11,267 
Mutual and managedifundtsalesiac acne. Yoel die. SI eek 4 56,292 71,998 
Totak premiums, deposits ‘andsfind: sales rt. ganna ees $75,148 $99,135 
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As at 
September 30, 2001 


(unaudited, in 
millions) 


Assets Under Management 


ete CIC Gas Hye See gorse eh ays Mensa a 2s Are Winer Ate anes w 3k $119,703 
Brrr te CIVIL Ste ge elic eae ads Lee ae Ec oaks, st oak acy sale ih ws. « 54,556 
Mutual funds and other assets under management.................... 204,028 
iP aaledssetsslncer manasement.. azal 2. locke «Mae sok xayetereceyeg Salons xe $378,287 
Total Capitalization 
Subordinatedsdebr eer, Ay Fk ei? BROT OE eo OG SAYYatit & $ 1,506 
Semmbnabinc Mea pital -SCCUTILICS | fee ee oe ee ee ee 948 
Sun Life ExchangEable Capital Securities .............0.0000.005. 950 
Prevericd <lrates oe. Sr, Lite ta Vas Ot 280 MORE TNSE 10 | 148 
Panera Polcynoliers ;aCGOUNE se Ak Nee ee tas cle le ae | 80 
OIE SM CCLIL Ye cmr nt Sart ct. Lamia, ere ee ete std Stone LAL * 13,884 
BO iee Meera ey. feverte cs sche + (jcag OUTS y's eis cia hiBRS. 4 4 Pys LT eeR As + $ 17,516 
DJOSIR ec cretocs tp als tel Ee cer ore e,2e ta ae ei icl) AA be 195% 


(1) Included in ‘‘Non-controlling interests in subsidiaries’’ in the unaudited pro forma consolidated balance sheet of Sun Life as at September 30, 
2001 contained in Schedule D to this Circular. 


(2) Minimum continuing capital and surplus requirements for life insurance companies, established by OSFI. 


Accounting Treatment 


For purposes of the consolidated pro forma financial statements of Sun Life as at September 30, 2001 and for the 
periods ended September 30, 2001 and December 31, 2000, the Transaction has been accounted for using recently 
adopted accounting standards for business combinations. The total purchase consideration of $6,872 million has been 
allocated as to $3,207 million to net balance sheet assets acquired (less capitalized costs of $129 million) and as to 
$3,794 million to goodwill. Although Sun Life has made adjustments to the carrying value of Clarica’s investment 
portfolios to reflect estimated fair value, Sun Life has not made other adjustments with respect to accounting and 
actuarial policies or practices to reflect any differences between the policies or practices of Sun Life and those of 
Clarica. Sun Life expects to make such adjustments at the closing of the Transaction. Such adjustments may affect the 
value of assets, liabilities or goodwill and any such adjustments may be material. See Schedule D to this Circular, 
‘‘Unaudited Pro Forma Consolidated Financial Statements of Sun Life’’, including note 2(b). 


Transaction Costs 


Sun Life has estimated the costs relating to the Transaction, including restructuring costs to integrate the business 
of Clarica, at $371 million, after income tax. Of that amount, $129 million (comprising integration costs of $73 million 
and transaction costs of $56 million) has been capitalized as part of total acquisition costs in the consolidated pro forma 
balance sheet. The balance of integration costs of $242 million will be recorded as an expense in the consolidated 
statement of operations of Sun Life following the completion of the Transaction but is not reflected in the pro forma 
consolidated statements of operations. See Schedule D to this Circular, ‘‘Unaudited Pro Forma Consolidated Financial 
Statements of Sun Life’’, including note 2(c). 


Earnings Per Share 


For the nine months ended September 30, 2001 and the year ended December 31, 2000, Sun Life’s basic earnings 
per share were $1.18 and $1.44, respectively, on a pro forma basis after giving effect to the acquisition of Keyport and 
IFMG and the proposed acquisition of Clarica. The principal reason for the increase on a pro forma basis of basic 
earnings per share from $1.06 to $1.18 (for the nine months ended September 30, 2001) and from $1.42 to $1.44 (for 
the year ended December 31, 2000) is the accretive effect of Clarica’s earnings on Sun Life’s pro forma consolidated 
earnings per share. 
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For the nine months ended September 30, 2001 and the year ended December 31, 2000, Sun Life’s basic earnings 
per share were $1.49 and $1.90, respectively, before giving effect to the acquisition of Keyport and IFMG and $1.06 
per share and $1.42 per share, respectively, on a pro forma basis after giving effect to that acquisition. The principal 
reason for the decrease in earnings per share is the Keyport losses of $101 million and $94 million, respectively, under 
Canadian GAAP. 


The difference between Keyport’s earnings under U.S. GAAP (a loss of $2 million for the nine months ended 
September 30, 2001 and net income of $212 million for the year ended December 31, 2000) and Canadian GAAP (a 
loss of $101 million for the nine months ended September 30, 2001 and a loss of $94 million for the year ended 
December 31, 2000) reflects certain differences between actuarial and accounting principles generally accepted in the 
United States and those in Canada. These differing principles affect, among other things, the timing of the recognition 
of profit over the life of a deferred annuity. The most significant differences arise from the Canadian GAAP 
requirement to make additional provisions for possible losses caused; by any mismatch between the liabilities and 
related assets and the differing treatment of acquisition costs for annuity products and, until December 31, 2000, the 
differing treatment of gains and losses on hedge contracts. On January 1, 2001, Keyport changed its hedging strategy 
and accounting policy, reflecting changes in U.S. GAAP. The revised strategy is more aligned with Canadian GAAP 
requirements and the hedging strategy Sun Life Financial is implementing subsequent to the completion of the 
acquisition of Keyport. Regardless of the accounting basis, the total profit of a deferred annuity contract will not 
change. 


Since the completion of the acquisition of Keyport on October 31, 2001, Sun Life Financial management has 
initiated steps to more closely align Keyport policies and procedures relating to asset and liability matching with those 
of Sun Life Financial, and Keyport has taken steps to reduce its operating expenses. These steps are expected to 
improve the financial results on a Canadian GAAP basis. 


Sun Life’s pro forma basic earnings per share are also affected by various adjustments and other factors. See 
Schedule D to this Circular, ‘‘Unaudited Pro Forma Consolidated Financial Statements of Sun Life’’. 


Pro Forma Capitalization of Sun Life 


The following table sets forth the pro forma consolidated capitalization of Sun Life at September 30, 2001 and the 
adjusted consolidated capitalization of Sun Life at September 30, 2001, after giving effect to the proposed acquisition 
of Clarica and the acquisition of Keyport and IFMG, including related public financings, as if they had occurred as of 
September 30, 2001. See Schedule D to this Circular, ‘“‘Unaudited Pro Forma Consolidated Financial Statements of Sun 
leatese 

At September 30, 2001 


Actual As Adjusted 
(unaudited, in millions) 


Subordinated de Wt icc, ce. teat eer eee eee ee ee ete tiene Pots aim iskeees coe ee eee ee Ses $ 1,506 
Cumalatives capital SeCuniiTES Olea SUDSICIALY: sancti cn semua anu ine eepan «i ee Ore aca 948 948 
Sunvicite Bxchangbable. Capital Secuuitics cc ce eee cctcc bes Rete — 950 
Brefermedeltares aca.) cor Meer eee Oh eee Ey Me re ane ae ort OR em —_ 148 
Total Equity 

PardcipatngepolcybOlders CACCOUNC ..--acc ere kee nS ec ee eet so ee oe eee ores 78 80 

Shareholders ecniit yas. erie oun f pokoese Sip wraneea sw Racers Bae cn Ree ee 7,288 13,884 
Total’Capitalization™ 23 freer ou cer be caw ee oo Ook OARS RR er $9,087 $17,516 


(1) Included in ‘*Non-controlling interests in subsidiaries’’ in the unaudited pro forma consolidated balance sheet of Sun Life as at Septeinber 30, 
2001 contained in Schedule D to this Circular. 
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REGULATORY MATTERS 


In connection with the Transaction, the approvals of various Canadian and other regulatory authorities having 
jurisdiction over the business of Clarica and the business of Sun Life and its subsidiaries are required. The principal 
approvals required are described below. 


ICA 


The acquisition of a ‘‘significant interest’’ (as defined in the ICA) in a company subject to the ICA requires the 
written approval of the Minister of Finance under section 407(1) of the ICA, which approval will be required for Sun 
Life’s acquisition of the Clarica Shares as contemplated by the Transaction. In addition, it is a condition of closing of 
the Transaction that Sun Life receive the. approval of the Superintendent. 


Competition Act 


The merger provisions of the Competition Act permit the Commissioner to apply to the Competition Tribunal, a 
special purpose quasi-judicial tribunal (the ‘‘Tribunal’’), to seek relief in respect of merger transactions (including 
share acquisitions) which are likely to prevent or lessen competition substantially. The relief that may be ordered by the 
Tribunal includes, in the case of a proposed merger transaction, prohibiting completion of the transaction, and in the 
case of a completed transaction, dissolution or divestiture. The Tribunal may also order interim relief in certain 
circumstances upon application by the Commissioner. Proceedings under the merger provisions of the Competition Act 
may be instituted by the Commissioner for a period of three years after a merger transaction has been substantially 
completed. 


The Competition Act requires the parties to certain merger transactions which exceed specified financial and other 
thresholds to provide the Commissioner with prior notice of and information relating to the transaction and the parties 
thereto, and to await the expiration of a prescribed waiting period prior to completing the transaction. The 
Commissioner’s substantive review of a transaction may take longer than the prescribed waiting period triggered by the 
notification filing. 


Sun Life and Clarica will submit short-form pre-merger notification filings to the Commissioner in respect of the 
Transaction and also will submit a brief in support of their request for confirmation that the Commissioner does not 
intend to initiate proceedings in respect of the Transaction. The obligations of the parties to complete the Transaction 
are subject to the condition that the Commissioner has issued an ‘‘advance ruling certificate’? pursuant to the 
Competition Act or that the applicable waiting period under the Competition Act has expired and the Commissioner 
has confirmed that he does not intend to commence proceedings under the Competition Act in respect of the 
Transaction. 


Until the Commissioner has completed his review, there can be no assurance that a challenge of the Transaction 
before the Tribunal will not be made, or, if such a challenge is made, of the result. 


U.S. Federal and State Antitrust Laws 


The acquisition of Clarica Shares by Sun Life pursuant to the Transaction will require filings under the HSR Act 
with the Federal Trade Commission (the ‘‘FTC’’) and the Antitrust Division of the Department of Justice (the 
‘*Antitrust Division’’) of the United States. Under the HSR Act, Sun Life’s purchase of the Clarica Shares may not be 
consummated until the expiration of a 30 calendar-day waiting period following that filing by Sun Life, unless the 
Antitrust Division and the FTC terminate the waiting period prior thereto. Either the Antitrust Division or the FTC may 
extend that waiting period by 20 days by requesting additional information concerning the Transaction, and thereafter 
by obtaining a court order or with the consent of Sun Life. At any time, and whether or not the applicable waiting 
period has expired, either the FTC or the Antitrust Division could take action affecting the Transaction as they believe 
appropriate under U.S. antitrust laws. Such action could include, for example, seeking to enjoin the completion of the 
Transaction or seeking certain divestitures. In addition, appropriate authorities of any U.S. State could take similar 
action under state antitrust laws if found appropriate, and in certain circumstances third parties could seek relief under 
U.S. or state antitrust laws. 


Trust and Loan Companies Act 


One of Clarica’s subsidiaries is a federally incorporated trust company. The acquisition of a ‘‘significant interest’’, 
as defined in the Trust and Loan Companies Act (Canada), in a federal trust company requires the written approval of 
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the Minister of Finance on the recommendation of the Superintendent, which approval will be required for the 
Transaction. 


U.S. Insurance Regulatory Filings 


The insurance laws of each of the states where the U.S.-domiciled insurance company subsidiaries of Clarica and 
the U.S. branch of Clarica are domiciled require notice to and approval by the state insurance regulator of any 
acquisition of control of an insurance company that is incorporated in the state. An application for approval of the 
acquisition of control of Clarica is required to be filed by Sun Life with the state insurance regulator in Michigan and 
North Dakota. Additional notices and approvals will be required in various other states where the U.S.-domiciled 
insurance company subsidiaries of Clarica and the U.S. branch of Clarica are licensed. 


Other Approvals 


Regulatory approvals may also be required in respect of certain operations of Clarica based in Ireland and 
Barbados. 


Securities Laws 


Various approvals of securities commissions and regulators are required to complete the Transaction. See ‘“The 
Transaction — Qualification for Trading’’. 


The receipt of all required Canadian and other governmental approvals relating to the Transaction, including those 
referred to above, is a condition precedent to the obligations of Clarica and Sun Life under the Transaction Agreement. 
See ‘‘Other Terms of the Transaction Agreement — Conditions to the Transaction Becoming Effective’. There can be 
no assurances that such approvals will be obtained or, if obtained, will be obtained on terms satisfactory to Clarica and 
Sun Life. 


DISSENTING SHAREHOLDERS’ RIGHTS 


The following description of the rights of Dissenting Shareholders is not a comprehensive statement of the 
procedures to be followed by a Dissenting Shareholder and is qualified in its entirety by the reference to the full text of 
the Dissent Rights Agreement, which is attached to this Circular as Schedule E. A Shareholder who intends to exercise 
the right of dissent should seek legal advice and carefully consider and comply with the Dissent Rights Agreement. 
Failure to comply strictly with the Dissent Rights Agreement, including the Dissent Procedures, will result in the 
loss of all rights thereunder. 


Under the ICA, Shareholders do not have a right to dissent with respect to the Transaction; however, Sun Life has 
agreed with Clarica to offer to Registered Shareholders a contractual Dissent Right. The right is substantially similar to 
the dissent rights provided under section 190 of the CBCA, except that any payment of fair value for the Clarica Shares 
will be made by Sun Life only in Sun Life Shares, and a Shareholder who wishes to dissent must send a written notice 
of objection to the Transaction Resolution to be received by Clarica not later than 2:00 p.m. (Toronto time) on the 
business day before the Special Meeting (or any adjournment or postponement thereof). Shareholders will not have any 
right to dissent except in accordance with the Dissent Rights Agreement. 


A Registered Shareholder who dissents from the Transaction Resolution in compliance with the Dissent Rights 
Agreement will be entitled, if the Transaction is completed, to be paid by Sun Life the fair value in Sun Life Shares of 
the Clarica Shares held by that Registered Shareholder determined as of the close of business on the day before the 
Special Meeting. Under the Dissent Rights Agreement, fair value will be paid only in Sun Life Shares and not in cash 
or any other form of consideration. 


Under the Transaction Agreement, if holders of more than 5% of the outstanding Clarica Shares exercise their 
Dissent Rights, Sun Life may choose not to proceed with the Transaction. 


In order to exercise a Dissent Right, a Registered Shareholder must send to Clarica, to be received by it not later 
than 2:00 p.m. (Toronto time) on the business day before the Special Meeting, a Notice of Objection in accordance with 
the Dissent Procedures. See ‘‘Notice of Objection’’ below. 


At the Closing Time, all Clarica Shares held by Dissenting Shareholders that are subject to the Dissent Procedures 
will be changed into Exchangeable Shares, and the Exchangeable Shares, in turn, will be exchanged for Sun Life 
Shares, in each case, in the same manner as all other Clarica Shares in accordance with the terms of the Transaction 
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Agreement. Completion of the Transaction will be without prejudice to the right of a Dissenting Shareholder who has 
complied with the Dissent Rights Agreement to continue to exercise the Dissent Right against Sun Life. 


Must be a Registered Shareholder to Exercise Dissent Right 


The Dissent Rights Agreement provides that a Dissenting Shareholder may only make a claim with respect to all 
the Clarica Shares held on behalf of any one beneficial owner and registered in the name of the Dissenting Shareholder. 
As a result, a Registered Shareholder may only exercise the Dissent Right in respect of Clarica Shares which are 
registered in that Shareholder’s name. In many cases, Clarica Shares beneficially owned by a non-registered holder are 
registered in the name of an Intermediary, or in the name of a clearing agency (such as CDS) of which the Intermediary 
is a participant. Accordingly, a non-registered holder will not be entitled to exercise the Dissent Right unless the 
Clarica Shares are re-registered in the non-registered holder’s name before sending the Notice of Objection to Clarica. 
See “‘Notice of Objection’’ below. 


A non-registered holder who wishes to exercise the Dissent Right should immediately contact the Intermediary 
with whom the non-registered holder deals in respect of the Clarica Shares and (1) instruct the Intermediary to exercise 
the Dissent Right on the non-registered holder’s behalf (which, if the Clarica Shares are registered in the name of CDS 
or other clearing agency, would require that the Clarica Shares first be re-registered in the name of the Intermediary), or 
(ii) instruct the Intermediary to re-register the Clarica Shares in the name of the non-registered holder, in which case the 
non-registered holder would have to exercise the Dissent Right directly. 


Notice of Objection 


A Registered Shareholder who wishes to dissent must send to Clarica at 227 King Street South, Waterloo, Ontario 
N2J 4CS5 (Attention: Corporate Secretary) or by facsimile transmission to 519-888-2173 (Attention: Corporate 
Secretary) to be received by it not later than 2:00 p.m. (Toronto time) on the business day before the Special Meeting 
(or any adjournment or postponement thereof) a written notice (a “‘Notice of Objection’’) objecting to the Transaction 
Resolution. It is essential that Registered Shareholders comply strictly with this requirement in order to be able to 
exercise a Dissent Right. 


The sending of a Notice of Objection does not deprive a Registered Shareholder of the right to vote at the Special 
Meeting; however, a Registered Shareholder who has submitted a Notice of Objection and who votes in favour of the 
Transaction Resolution will no longer be considered a Dissenting Shareholder with respect to those Clarica Shares 
voted in favour of the Transaction Resolution and will lose its Dissent Right in respect of those Clarica Shares. A vote 
against the Transaction Resolution or an abstention does not constitute a Notice of Objection. Similarly, the revocation 
of a proxy conferring authority on the proxyholder to vote in favour of the Transaction Resolution does not constitute a 
Notice of Objection; however, any proxy granted by a Registered Shareholder who intends to dissent, other than a 
proxy that instructs the proxyholder to vote against the Transaction Resolution, should be validly revoked in order to 
prevent the proxyholder from voting such Clarica Shares in favour of the Transaction Resolution and thereby causing 
the Registered Shareholder to forfeit its Dissent Right. See “‘General Proxy Information — Revocation of Proxies’’. 


Notice of Resolution 


Clarica is required, within 10 days after the Shareholders and Voting Policyholders adopt the Transaction 
Resolution, to notify each Dissenting Shareholder that the Transaction Resolution has been adopted (the “‘Notice of 
Resolution’’). The Notice of Resolution is not required to be sent to any Shareholder who voted for the Transaction 
Resolution or who has withdrawn its Notice of Objection, because a Shareholder ceases to be a Dissenting Shareholder 
by doing either of those two things. 


Demand for Payment 


A Dissenting Shareholder who has not withdrawn its Notice of Objection must, within 20 days after receipt of the 
Notice of Resolution or, if the Dissenting Shareholder does not receive such notice, within 20 days after learning that 
the Transaction Resolution has been adopted, send to Clarica a written notice (the ‘‘Demand for Payment’’) containing 
the Shareholder’s name and address, the number of Clarica Shares in respect of which it dissents and a demand for 
payment of the fair value of such Clarica Shares. Within 30 days after making the Demand for Payment, a Dissenting 
Shareholder other than a Non-Certificated Shareholder must send to Clarica or CIBC Mellon the certificates 
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representing the Clarica Shares in respect of which it dissents. In the case of a Non-Certificated Shareholder, the 
Demand for Payment will be deemed to constitute a request that a certificate representing the Clarica Shares in respect 
of which the Demand for Payment is made be issued in the name of such Non-Certificated Shareholder and held by 
Clarica or CIBC Mellon as contemplated below. By sending such certificates (or, in the case of a Non-Certificated 
Shareholder, such Demand for Payment), a Dissenting Shareholder will be authorizing Clarica or CIBC Mellon to hold 
them (as well as any certificates representing Sun Life Shares to which the Dissenting Shareholder would be entitled on 
completion of the Transaction) and not to transfer any such shares except in accordance with the Dissent Rights 
Agreement. A Dissenting Shareholder who is not a Non-Certificated Shareholder and who fails to send the certificates 
representing the Clarica Shares in respect of which it dissents within that 30-day period will lose the right to dissent. 
CIBC Mellon will endorse on the share certificates received, or deemed to be received, from a Dissenting Shareholder a 
notice that the holder is a Dissenting Shareholder under the Dissent Rights Agreement. 


On sending a Demand for Payment, the rights of a Dissenting Shareholder as a shareholder of Clarica and Sun 
Life, as applicable, will cease (other than the right to be paid the fair value for its Clarica Shares in Sun Life Shares), 
including, in particular, its right in relation to the Clarica Shares, the Exchangeable Shares into which such Clarica 
Shares will be changed and the Sun Life Shares for which such Exchangeable Shares will be exchanged (i) to vote any 
such shares, (ii) to receive any dividends or other distributions on any such shares and (iii) to transfer any such shares, 
except in accordance with the Dissent Rights Agreement. A Dissenting Shareholder will not be entitled to transfer any 
interest it may have in Clarica Shares, the Exchangeable Shares into which such Clarica Shares will be changed or the 
Sun Life Shares for which such Exchangeable Shares will be exchanged, except to a person who agrees, in form and 
substance satisfactory to Clarica and Sun Life, to be bound by the Dissent Rights Agreement. 


Where (i) a Dissenting Shareholder withdraws its Demand for Payment before Sun Life makes an Offer to Pay 
(defined below), (11) Sun Life fails to make an Offer to Pay and a Dissenting Shareholder withdraws its Demand for 
Payment or (iii) the Transaction is terminated in accordance with the Transaction Agreement, the Dissenting 
Shareholder’s rights as a shareholder of Clarica or Sun Life, as applicable, will be reinstated as of the date the Demand 
for Payment was sent and such person will be entitled to a new share certificate representing such person’s Clarica 
Shares or the Sun Life Shares to which such person is entitled under the Transaction, as applicable. 


Offer to Pay 


Sun Life is required, not later than seven days after the later of the Closing Date and the date on which Clarica 
receives the Demand for Payment of a Dissenting Shareholder, to send to each Dissenting Shareholder who has sent a 
Demand for Payment an offer to pay that number of Sun Life Shares for each Clarica Share held by the Dissenting 
Shareholder as is considered by the directors of Sun Life to be the fair value of the Clarica Shares, accompanied by a 
statement showing how the fair value was determined (‘“Offer to Pay’’). Every Offer to Pay must be on the same terms. 
Sun Life must pay for the Clarica Shares of a Dissenting Shareholder within 10 days after an Offer to Pay has been 
accepted by a Dissenting Shareholder, but any such offer lapses if Sun Life does not receive an acceptance within 
30 days after the Offer to Pay has been made. 


Arbitration 


Under the Dissent Rights Agreement, if the parties are unable to agree on fair value, they will be entitled to make 
an application to an arbitrator to fix the fair value. The Arbitrator will be a retired judge of the Ontario Superior Court 
of Justice selected from the panel of ADR Chambers: An Alternative Dispute Resolution Group. 


If Sun Life fails to make an Offer to Pay for a Dissenting Shareholder’s Clarica Shares, or if a Dissenting 
Shareholder fails to accept an offer which has been made, Sun Life may, within 50 days after the Closing Date or 
within such further period as the Arbitrator may allow, apply to the Arbitrator to fix the fair value in Sun Life Shares of 
the Clarica Shares of Dissenting Shareholders. If Sun Life fails to apply to the Arbitrator, a Dissenting Shareholder may 
do so for the same purpose within a further period of 20 days or within such further period as the Arbitrator may allow. 
A Dissenting Shareholder is not required to give security for costs in such an application. 


Upon an application to the Arbitrator, all Dissenting Shareholders will be joined as parties and bound by the 
decision of the Arbitrator, and Sun Life will be required to notify each affected Dissenting Shareholder of the date, 
place and consequences of the application and of its right to appear and be heard in person or by counsel. Upon any 
such application to the Arbitrator, the Arbitrator may determine whether any other person is a Dissenting Shareholder 
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who should be joined as a party, and the Arbitrator will then fix the fair value in Sun Life Shares of the Clarica Shares 
of all Dissenting Shareholders. 


The final order of the Arbitrator will be rendered against Sun Life in favour of each Dissenting Shareholder and 
will be expressed as a ratio (as fixed by the Arbitrator) of a number of Sun Life Shares for each Clarica Share 
determined as of the close of business on the day before the Transaction Resolution was adopted. In addition to fixing 
that ratio, the Arbitrator may, in its discretion, order an additional amount (payable in Sun Life Shares) to be paid to 
each Dissenting Shareholder to take into account, among other things, the time between the Closing Date and the date 
of payment, and the relative success of the Dissenting Shareholders in the arbitration. 


At the request of a Dissenting Shareholder made within 30 days following the Arbitrator’s order, Sun Life will 
arrange for the sale at prevailing market prices, free of any fees or commission, of the Sun Life Shares of the 
Dissenting Shareholder awarded in the arbitration. 


Rules Applicable to Arbitration 


The Arbitrator will determine the issues submitted to it in accordance with Ontario law. The arbitration will be 
conducted in Toronto, Ontario, in a manner consistent with the procedures set out in the Dissent Rights Agreement. 


Registered Shareholders who are considering exercising Dissent Rights should be aware that Dissenting 
Shareholders are not entitled to receive any consideration other than Sun Life Shares and there can be no 
assurance that the fair value of the Clarica Shares in respect of which they have dissented, as determined under 
the Dissent Rights Agreement, will be more than or equal to the consideration under the Transaction. In 
addition, any determination of fair value will result in a delay of receipt by a Dissenting Shareholder of 
- consideration for such Shareholder’s Clarica Shares. 


Any Registered Shareholder wishing to avail itself of Dissent Rights should seek legal advice since the 
failure to comply strictly with the Dissent Rights Agreement will result in the loss of Dissent Rights. For a 
general summary of certain income tax implications to a Dissenting Shareholder, see ‘‘Tax Considerations for 
Clarica Shareholders’’. 


Persons who are beneficial owners of Clarica Shares registered in the name of a broker, custodian, nominee 
or other Intermediary who wish to dissent should be aware that ONLY REGISTERED OWNERS OF SUCH 
CLARICA SHARES ARE ENTITLED TO DISSENT. 


INFORMATION CONCERNING CLARICA 


General 


Clarica, formerly The Mutual Life Assurance Company of Canada, was founded in 1868 as a mutual company 
owned by policyholders. On July 21, 1999, Clarica converted to a public company owned by shareholders and was 
renamed Clarica Life Insurance Company. To effect this conversion, Clarica distributed 87.9 million Clarica Shares 
and made $865 million in cash payments in lieu of Clarica Shares to policyholders in exchange for their interest in 
Clarica. Concurrently with the conversion, Clarica issued 46.4 million Clarica Shares at a price of $20.50 per share 
through an initial public offering, for a total of 134.3 million Clarica Shares issued. 


Clarica’s head office is located at 227 King Street South, Waterloo, Ontario, Canada, N2J 4CS. 


Business of Clarica - 


Clarica is one of the largest life insurance companies in Canada, offering a wide range of life and health insurance, 
wealth management products and other financial services to both individuals and corporations. At September 30, 2001, 
Clarica served approximately 3.5 million customers in Canada, or approximately one in ten Canadians, including the 
employees of approximately 10,000 corporate and institutional customers. At September 30, 2001, Clarica had total 
assets under management of $45 billion, total corporate assets of $30 billion, and life insurance in force of $451 billion. 


In Canada, individual retail customers are served through Clarica’s approximately 3,300 exclusive and highly 
trained sales agents, managers and specialists (at September 30, 2001) and Clarica’s group customers are served 
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through multiple distribution channels, including Clarica’s exclusive sales force, independent brokers and benefits 
consultants. In the United States, Clarica offers individual life insurance and annuity products through independent 
agents and provides life retrocession reinsurance. 


Based on the most recently available industry data, Clarica holds the following leading positions in the Canadian 
life insurance industry: 


e first in retail life insurance based upon insurance in force, and second based upon premium income; 


e fourth in wealth management products based upon combined fixed term deposits, annuities in force and mutual 
funds and segregated funds under administration; 


e the largest exclusive agent distribution system; and 


e fourth in group insurance, based upon premium income and administrative services only premium equivalents. 


Principal Shareholders 


In accordance with the ownership restrictions in the ICA, there is no person who, to the knowledge of the Board, 
beneficially owns or exercises control or direction of Clarica Shares carrying 10% or more of the voting rights attached 
to the Clarica Shares. 


At January 11, 2002 Sun Life Financial beneficially owned as general fund assets approximately 
11,750,000 Clarica Shares, which represented approximately 8.8% of the issued and outstanding Clarica Shares. 
Clarica Documents Incorporated by Reference 


The following documents filed with the various securities commissions or similar regulatory authorities in the 
provinces and territories of Canada are specifically incorporated by reference in and form an integral part of this 
Circular: 


il the Annual Information Form of Clarica dated May 16, 2001 for its fiscal year ended December 31, 2000; 


De, Management’s Discussion and Analysis of Financial Condition and Results of Operations for the three years 
ended December 31, 2000, 1999 and 1998 contained at pages 24 to 52, inclusive, of Clarica’s 2000 Annual 
Report; 

3. Clarica’s audited comparative annual consolidated financial statements and the notes thereto, as at 


December 31, 2000, 1999 and 1998, and for each of the three years ended December 31, 2000, 1999 and 
1998, together with the report of the auditors’ thereon and the report of the appointed actuary; 


4. the unaudited consolidated financial statements of Clarica as at and for the nine months ended 
September 30, 2001 and September 30, 2000; 


ae the Clarica Proxy Circular dated February 14, 2001 for Clarica’s annual meeting of shareholders held on 
April 26, 2001, other than the sections entitled ““Leadership Resources and Compensation Committee — 
Report on Executive Compensation’’ and ‘‘Total Shareholder Return Comparison’’; 


6. the material change report of Clarica dated January 31, 2001 relating to the completion of the acquisition of 
Canadian Group Retirement Services business of The Royal Trust Company and Royal Trust Corporation of 
Canada; 

7. the material change report of Clarica dated September 17, 2001 relating to the expected financial impact on 


Clarica of the events of September 11, 2001; and 


8. the material change reports of Clarica dated December 17 and December 27, 2001 relating to the 
Transaction. 


All documents of the type referred to above (excluding confidential material change reports) filed by Clarica with 
any securities commission or similar regulatory authority in Canada or with the United States Securities and Exchange 
Commission after the date of this Circular and prior to the Closing Date or the termination of the Transaction 
Agreement will be deemed to be incorporated by reference into this Circular. 
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Any statement contained in a document incorporated or deemed to be incorporated by reference herein will be 
deemed to be modified or superseded for the purposes of this Circular to the extent that a statement contained herein, or 
in any other subsequently filed document which also is or is deemed to be incorporated by reference herein, modifies, 
replaces or supersedes that statement. The modifying or superseding statement need not state that it has modified or 
superseded a prior statement or include any other information set forth in the document that it modifies or supersedes. 


Any statement so modified or superseded shall not be deemed, except as so modified or superseded, to constitute a 
part of this Circular. 


The making of a modifying or superseding statement will not be deemed to be an admission for any purposes that 
the modified or superseded statement, when made, constituted a misrepresentation, an untrue statement of a material 
fact or an omission to state a material fact that is required to be stated or that is necessary to make a statement not 
misleading in light of the circumstances in which it was made. 


Information concerning Clarica and its businesses and operations has been incorporated by reference in 
this Circular from documents filed with securities commissions or similar authorities in Canada. Copies of the 
documents of Clarica incorporated by reference herein may be obtained upon request without charge from the 
Corporate Secretary of Clarica, 227 King Street South, Waterloo, Ontario N2J 4CS. For the purpose of the Province of 
Québec, this Circular contains information to be completed by consulting the permanent information record. A copy of 
the permanent information record may also be obtained upon request without charge from the Corporate Secretary of 
Clarica at the above-mentioned address. 


Clarica Executive Compensation 


The tables and related narrative below present information about compensation for Clarica’s President and Chief 
Executive Officer and the next four most highly compensated executive officers (collectively, the ‘‘Named Executive 
Officers’). Securities legislation provides that the Named Executive Officers are determined on the basis of the total 
cash compensation (salary and annual bonus) earned in the 2001 fiscal year. 


Summary Compensation Table 


Annual Compensation Long-Term Compensation 
Securities 
Under 
Other Annual Options/SARs All Other 

Name and Principal Salary Bonus” —Compensation™ Granted Compensation” 

Position Year ($) ($) ($) (#) ($) 

RObeTEIM VAStIC Vee atic co neuds sete dude ohh + 2,0 sic eaves 2001 735,000 TBD 37,108 318,000 37,199 
President and Chief 2000 700,000 633,255 32,386 314,600 18,710 
Executive Officer 1999 550,000 660,000 21,383 N/A 15,079 

GlarlesaWin Grov cla wena es sc race to ere 2001 588,398 TBD 203,610 99,400 32,207 
President and Chief 2000 N/A N/A N/A N/A N/A 
Executive Officer, 1999 N/A N/A N/A N/A N/A 
Clarica U.S. Inc. 

Barryelestrillermenncuiins was s cata kareen aces oe 2001 400,000 TBD 21,780 81,100 8,877 
Executive Vice-President, 2000 350,000 259,157 20,411 109,800 6,463 
Canadian Customers 1999 325,000 272,188 19,754 N/A 4,254 

JeDavidawailiamsonc enter or era 2 ee 2001 361,539 TBD 393,631 191,000 3,473 
Executive Vice-President 2000 -N/A N/A N/A N/A N/A 
and Chief Financial Officer 1999 N/A N/A N/A N/A N/A 

MichaclsPaStramiacliqueerrr tier oat keer tierra: 2001 360,000 TBD 93,418? 72,000 3,988 
Executive Vice-President, 2000 330,000 246,857 93,686” 109,900 3,088 
Reinsurance and 1999 120,577 99,023 197,538” N/A 751 


Chief Investment Officer 


(1) Bonus amounts are earned in the financial year indicated and may be paid in the following financial year. Bonus amounts for the year 2001 are 
not available at the date of this Circular because such amounts are dependent on the 2001 financial results of Clarica that will be determined after 
the date of this Circular. 


42 


(2) Includes perquisite account and benefit program credits paid in cash or spent on taxable items. 


(3) Includes the value of term life insurance premiums paid by Clarica for the Named Executive Officer and annual contributions or other allocations 
by Clarica to defined contribution plans and the employee share ownership program. 


(4) Mr. Grover joined Clarica U.S. Inc. on January 2, 2001 and all of his compensation is paid in U.S. dollars. The compensation figures are 
presented in Canadian dollars based on the annual average rate of exchange for the year. The 2001 average rate of exchange was 1.54841633 
Canadian dollars per U.S. dollar. 


(5) Mr. Williamson joined Clarica on January 29, 2001. 
(6) In addition to the items described in footnote 2, Mr. Williamson was paid $300,000 upon execution of his employment contract. 


(7) In addition to the items described in footnote 2, Mr. Stramaglia was paid $75,000 as a deferred signing bonus. Mr. Stramaglia joined Clarica on 
August 23, 1999. 


Management Stock Incentive Plan 


Background. The purpose of Clarica’s stock incentive plan (the “*Plan’’) is to assist and encourage officers and 
senior employees of Clarica and its subsidiaries to work towards and participate in the growth and development of 
Clarica and its operating subsidiaries by providing such persons with the opportunity, through stock options, to acquire 
an ownership interest in Clarica. 


Clarica is typical of many financial institutions in that it views a stock incentive plan as an integral part of its 
compensation structure. Demand for quality people, in particular executive and professional staff, is extremely high in 
today’s financial services industry. As an alternative to using only salaries to attract key individuals, Clarica supports 
the use of option plans in which longer-term value to the optionee is aligned with corporate performance and the 
resulting increase in shareholder value. 


The Plan has two components: (i) a Canadian management stock incentive plan for officers and senior employees 
of Clarica that are resident in Canada and (ii) a United States management stock incentive plan for officers and senior 
employees of Clarica U.S. Inc. that are resident in the United States. 


Summary of Plan 


¢ Participation: Participation in the Plan is generally limited to the persons holding positions that can have a 
significant effect on Clarica’s long-term results. 


¢ Number of Options Granted: The number of Clarica Shares to which the Clarica Options relate is determined 
by taking into account the market price of the Clarica Shares and the optionee’s compensation. 


¢ Exercise Price: The exercise price of Clarica Shares subject to a Clarica Option is determined at the time of 
grant and is not less than the market price of the Clarica Shares on the TSE at the close of trading on the last 
trading day preceding the grant date. 


¢ Expiry of Options: Clarica Options will generally expire 10 years after the grant date and are also subject to 
early expiry in the event of death, resignation, dismissal, retirement or termination due to permanent disability 
of an optionee. 


¢ Vesting Requirements: Clarica Options are exercisable as to 25% on and after each of the first, second, third 
and fourth anniversary of the grant date, but accelerate on a change of control. 


¢ Non-transferable: Clarica Options are not transferable with the exception that, in the event of the optionee’s 
death, Clarica Options may be exercised by the appropriate legal representatives, if so exercisable in 
accordance with their terms. 


¢ Adjustments: Provisions are included to provide for appropriate adjustments to be made to the type, number 
and/or price of the securities subject to the Clarica Options in such events as subdivision, consolidation, stock 
dividend, reclassification or conversion, recapitalization or reorganization. 


¢ Board Approvals: The Board or the Leadership Resources and Compensation Committee of the Board 
determines the terms of each Clarica Option granted, including the number of Clarica Options granted, the 
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exercise price, the expiry date and any other terms, including the terms relating to the vesting of the Clarica 
Options and the selection of employees to be granted Clarica Options. The Board may at any time suspend or 
terminate the Plan in whole or in part and may amend the Plan in such respects as deemed appropriate, subject 
to applicable regulatory approval. 


e Limitations: The maximum number of Clarica Shares that may be issued under the Plan is 8,055,653. In 
addition, at the time of the granting of the Clarica Options, the aggregate number of Clarica Shares reserved 
for issuance to any one individual may not exceed 5% of the then issued and outstanding Clarica Shares. 


Option Grants 


The following table details option grants made to Named Executive Officers during 2001 under the Plan. 


Option Grants During The Most Recently Completed Financial Year 


Name 


IO OSE IMG ZNO S dns oes a oooe 


President and 
Chief Executive Officer 


Charles W. Grover ........... 


President and Chief 
Executive Officer, 
Clarica U.S. Inc. 


Beatie Wrter ee ssis, 2 ee) osneyeh scar « 


Executive Vice-President, 
Canadian Customers 


J. David Williamson............ 


Executive Vice-President 
and Chief Financial Officer 


Michael P. Stramaglia .......... 


Executive Vice-President, 
Reinsurance and 
Chief Investment Officer 


(1) Clarica Shares. 


Securities” Under 
Options Granted 
(#) 


118,000 
200,000 


61,500 
5,000 
32,900 


41,100 
40,000 


41,100 
150,000 


37,000 
35,000 


% of Total Options 
Granted to 
Employees in the 


Exercise Price 


Financial Year ($/security) 

16.9% 47.20 
41.24 

5.3% 47.20 
38.25 

41.95 

4.3% 47.20 
38.25 

10.2% 47.20 
39.50 

3.8% 47.20 
38.25 


(2) Participant in the United States management stock incentive plan. 


Option Exercises 


Market Value of 
Securities Underlying 
Options on the 
date of Grant 
($/security) 


47.20 
41.24 


47.20 
38.25 
41.95 


47.20 
38.25 


47.20 
39.50 


47.20 
38.25 


Expiration Date 


(YY/MM/DD) 


11/10/30 
11/04/25 


11/10/30 
11/01/05 
11/01/02 


11/10/30 
11/01/05 


11/10/30 
11/01/29 


11/10/30 
11/01/05 


This was the second year the Plan was in effect and no Clarica Options were exercised by any of the Named 
Executive Officers. The following table details financial year-end option value. 
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Aggregated Option Exercises During The Most Recently 
Completed Financial Year And Financial Year-End Option Value 


Value of Value of 
Exercisable Unexercisable 
Securities Aggregate Exercisable Unexercisable In-The-Money In-The-Money 
Acquired upon Value Options Options Options Options 
Exercise Realized at FY-End at FY-End at FY-End at FY-End 
Name (#) ($) (#) @#) g) g) 
Roberti MeAstileyanmennaer erent Nil Nil 78,650 553,950 1,865,578 8,490,034 
President and Chief ‘ 
Executive Officer 
GharlessWalGrover ieee eine eee Nil Nil Nil 99,400 Nil 749,265 
President and Chief 
Executive Officer, 
Clarica U.S. Inc. 
Barry J Drillers... ca aero ae ork Nil Nil 27,450 163,450 651,114 2,145,227 
Executive Vice-President, 
Canadian Customers 
JeDavidewillramsonwe sie ie ee Nil Nil Nil 191,100 Nil 2,177,385 
Executive Vice-President and 
Chief Financial Officer 
MichacliPas tramacliales seni eer reenre Nil Nil 27,475 154,425 651,707 2,653,571 


Executive Vice-President, 
Reinsurance and 
Chief Investment Officer 


(1) An option is in-the-money at year end if the market value of the underlying securities at that date exceeds the exercise price of the option. The 
closing price on the TSE of Clarica Shares at December 31, 2001 was $52.55. 


Employee Share Ownership Program 


In July 2000, Clarica created a broad-based employee share ownership program to encourage employees to think 
and act like owners. The Named Executive Officers are eligible to participate in this program. Under this program, 
employees can choose up to 5% of their target annual compensation to a maximum of $3,000 per year as their 
contributions and Clarica matches 50% of such contributions. Clarica Trust Company purchases the matching shares on 
the open market as opposed to Clarica issuing the matching shares from treasury. 


Pension Plan and Supplemental Pension Benefits 


The Canadian Named Executive Officers are eligible to participate in Clarica’s Canadian Staff Pension Plan (the 
‘‘Pension Plan’’) and to receive supplemental pension benefits. Tier 1 and Tier 2 of the Pension Plan are defined benefit 
and defined contribution pension plans, respectively. Participation in Tier | of the Pension Plan is compulsory while 
participation in Tier 2 is optional. 


Effective January 1, 1997, under Tier 1 of the Pension Plan, a pension is calculated on the basis of 1% of earnings 
up to $100,000 and 1.5% of earnings in excess of $100,000 of the average of the final three years’ earnings (base salary 
plus the target incentive) times the number of years of credited service. The target incentive pension is a percentage of 
annual salary that varies in accordance with the management position of the Pension Plan participant. The pension is 
payable for life with a five year guarantee and the defined benefit portion of the pension is indexed. In addition to Tier | 
participation, a Special Retirement Agreement provides certain employees, including each of the Canadian Named 
Executive Officers, with a pension based upon the terms of Tier 1 of the Pension Plan but without limitation due to 
maximum pension rules contained in the Tax Act. The amount of pension available under the Special Retirement 
Agreement is that produced by the formula under Tier 1 of the Pension Plan less the amount actually payable under 
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Tier 1. Pension benefits that are payable in accordance with Tier 1 and the Special Retirement Agreement are depicted 
in the following table. 


Canadian Staff Pension Plan and Supplemental Pension Benefits 


Years of Service and Annual Pension Benefit Payable 
(based on formula changes effective January 1, 1997) 


Remuneration” ($) 15 20 25 30 35 
UO OOOW RAE MET 6. 5, SPE LB.) EVR OE. acdheR Basie Sue 20,625 27,500 34,375 41,250 48,125 
TOO eB Oe. RODAW. .. S2ORR os TERRES. 26,250 35,000 43,750 52,500 61,250 
AOU OMe ricetinccchteteptts «antl a olden sats clues 31,875 42,500 52), US 63,750 74,375 
DOOM ORM racers Reine. SERIO | RACE. 3 37,500 50,000 62,500 75,000 87,500 
DA SAO One eee Sera 2 die eters se 43,125 57,500 Wifes 86,250 100,625 
DPSOQOG: escasacee 2 SSR cae ena a a 48,750 65,000 81,250 97,500 113,750 
SOOIOOOR Brat tons acini’): tis aaeaitirs sone. Aas 60,000 80,000 100,000 120,000 140,000 
AA) OOO PARE GASOILA ARIST. GGL AA BRE 82,500 110,000 137,500 165,000 192,500 
SOOO RES So er aE TOPO ATES IDOI He, HA 105,000 140,000 175,000 210,000 245,000 
COO COD a: 0: oft tcc eA here Nae epee rca ah lea 127,500 170,000 212,500 255,000 297,500 
POOKOWOReabers tonite. oc > AGH <6 « Soyo ee eater 150,000 200,000 250,000 300,000 350,000 
SOOKOOO TRE Ph erie Baiteh ) 10. SU DAO Say tu Se 172,500 230,000 287,500 345,000 402,500 
eS OHO O Oize sewn water teRE BOAR I? VIVE. WOU ee tht 195,000 260,000 325,000 390,000 455,000 
ROO OOO Rarer aetttccre crear cook ayers aloe eye taere 217,500 290,000 362,500 435,000 507,500 
{I MOCHOO) 5: 58S ROSSA See tes) eee 240,000 320,000 400,000 480,000 560,000 
P22 0OKQO OT ee eae LES LIE os boi cege ay or lameaeens 262,500 350,000 437,500 525,000 612,500 
1S OOO OO rrmernert sei -£o aetna op ssenn ch wees neat ce ater 285,000 380,000 475,000 570,000 665,000 
Th AMO OTOL) oe res lee rie ceea NPR ARRON Se a Das 307,500 410,000 512,500 615,000 717,500 
HPO OO OOO est es thetsre aries <1). IG hs Re 330,000 440,000 550,000 660,000 770,000 


(1) Dollar amounts in this column represent the average of a Pension Plan participant’s final three years’ earnings where earnings consist of the 
Pension Plan participant’s base salary plus target incentive. 


As at December 31, 2001, Mr. Astley had 32.9 credited years of service, Mr. Triller had 29.7 credited years of 
service, Mr. Williamson had 0.9 credited years of service, and Mr. Stramaglia had 2.4 credited years of service. 


In 1996, a special retirement arrangement for the President and CEO was approved by the Board. This 
arrangement includes the use of a ‘‘notional age’’ for the President and CEO upon retirement for the purpose of 
determining the discount factor to be applied to the pension benefit payable. The notional age will be determined by 
adding one additional year to the President and CEO’s age for every year of service as President and CEO over the 
initial five-year period. The result is a reduction in the standard discount factor to be applied in cases of early 
retirement. 


Clarica also matches member contributions under Tier 2 of the Pension Plan. The maximum member contribution 
is 1.5% of earnings up to the Year’s Maximum Pensionable Earnings (“‘YMPE’’) and 3% of earnings over the YMPE 
up to $100,000, subject to overall limits contained in the Tax Act. 


Mr. Grover is eligible to participate in the U.S. Staff Pension Plan which consists of a defined benefit pension and 
a salary savings plan. The defined benefit is calculated on the basis of 1.25% of the average of the final five years’ 
earnings multiplied by the number of years of service, and 0.5% of the final five years’ earnings in excess of the social 
security tax withholding limit multiplied by the number of years of service. The pension is payable for life with no 
guarantee period and is not indexed. Members’ contributions under ‘‘401(k) pension plans’’ are matched by the 
employer on the basis of 50 cents on each dollar contributed for the first 6% of pay. A 401(k) pension plan is a 
retirement savings plan which has tax preferred treatment under Section 401(k) of the United States Internal Revenue 
Code. 
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In 2001, a special retirement arrangement for Mr. Grover was approved by the Board. The arrangement provides 
for one additional year of service to be granted for each year of actual service in the pension plan to a maximum of five 
extra years of service. 


U.S. Staff Pension Plan 


Years of Service and Annual Pension Benefit Payable 


eee) NS Be 
125,000) 2.23 Pe ok oa. RRS: . 5s Rs oe 29,854 39,806 49,757 59,708 69,660 
TS O;000 00 SOMES... DERBA «REE ee 36,417 48,556 60,695 72,833 84,972 
I7O;000 5. GRR A ok PEAS. «SOR Se A ee: 41,667 55,556 69,445 83,333 97,222 
200,000 of siereee eee. RR 2 ee, 49,542 66,058 82,570 99,083 115,597 


Employment Agreements 


Clarica has entered into employment agreements with certain senior officers of Clarica, including the Named 
Executive Officers. Each of the agreements provides, among other things, for a severance payment in the event of a 
‘“‘Change of Control’’ of Clarica. The purpose of these agreements is to protect shareholder interests by eliminating the 
distractions on these key employees resulting from a Change of Control of Clarica. This allows such key employees to 
focus on the business of Clarica by providing security and incentive to remain with Clarica. 


In general terms, ‘‘Change of Control’’ means: (a) any change in the holding of Clarica Shares as a result of which 
a person, or persons acting together, are in a position to exercise effective control over Clarica (entitlement to cast 30% 
or more of the votes attaching to all shares of Clarica that may be cast to elect directors of Clarica is deemed to mean 
effective control), (b) a change in the composition of the Board as a result of a contested election of directors, or 
(c) Clarica sells or otherwise transfers to any other person more than 50% of its assets or assets that generate more than 
50% of the operating income of Clarica and its subsidiaries (taken as a whole). 


The Change of Control provisions will be triggered under the following circumstances: 


¢ for Messrs. Astley, Triller and Williamson, a voluntary or involuntary or constructive termination of 
employment within a specified period of time following a Change of Control; and 


¢ for Messrs. Stramaglia and Grover, an involuntary or constructive termination of employment within a 
specified period of time following a Change of Control. 


The Change of Control severance provisions will be paid as a lump sum of up to 3 times compensation (annual 
base salary and target incentives) for Mr. Astley, 2 times compensation for Mr. Grover and 2.5 times compensation for 
the other Named Executive Officers. Most benefits and perquisites will continue for the number of years equal to the 
severance multiple. 
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Total Shareholder Return Comparison 


The Clarica Shares have been listed and posted for trading under the symbol ‘‘CLI’’ on the TSE since July 21, 
1999. The following chart compares the total cumulative shareholder return for $100 invested in Clarica Shares on 
July 15, 1999, with the cumulative total return of the TSE 300 Index for the period from July 15, 1999, to 
December 31, 2001 (assuming reinvestment of dividends). 


280 
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160 


120 ™’ eee i 
a TSE 300 total returnindex 0.7% 
40 
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Leadership Resources and Compensation Committee 
Report on Executive Compensation 
During 2001, the Committee, in executing its mandate, carried out the following: 


¢ reviewed Clarica’s compensation policies and programs for attracting, retaining, developing and motivating 
employees, including the executive officers; 


¢ approved salary ranges and salary increase levels for the Named Executive Officers; 
* recommended compensation of the executive officers to the Board for approval; and 
¢ reviewed the management of succession and development plans for senior management and people and 
knowledge strategies. 
Composition of Committee 
The Committee was composed of six directors. Other than David Ganong, who is Chairman of the Board, no 
member of the Committee is an officer or former officer of Clarica. 
Executive Compensation Policy 
Clarica’s executive compensation policy was based on the following key principles: 
* provision of competitive compensation opportunities; and 


¢ recognition and reward of individual performance combined with business unit and corporate results. 


Base Salary, Benefits and Bonus Program 


The Committee approved salary ranges, salary increase levels, benefit and pension/savings plan changes and the 
target or expected annual variable pay plan payout. The Committee’s overall objective is competitiveness with the 
following participants in the Canadian financial services industry: the other large insurance companies and the banks. 
The Committee’s aim is for Clarica to be at the median level in the industry. 
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The factors relating to the variable pay portion of the target annual compensation are: 
¢ overall company results; 

* operating division results; and 

¢ personal performance. 


Annual variable pay is a percentage of base salary. 


Management Stock Incentive Plan 


On July 21, 2000, Clarica adopted a stock option plan for senior employees of Clarica. Clarica Options are granted 
based on competitive levels of compensation and the ability to impact and deliver overall company and/or operating 
division results. Clarica Options were granted at various times during 2001. 


President and Chief Executive Officer’s Compensation 


The Committee approved the annual compensation for the fiscal year 2001 of the President and CEO in December 
2000. The target compensation package includes a base salary and target annual incentive of 60% of the base salary. 
Stock options were approved and granted to the CEO in April for competitive reasons in respect of 2001 compensation 
and in October in respect of the 2002 compensation year. 


Typically, when determining the appropriate compensation level of the President and CEO, the Committee 
considers compensation data collected from peer insurance companies and surveys, which include the entire Canadian 
financial services sector, with any adjustments required for valid comparisons. Specifically, the base salary of the 
President and CEO is set having regard to his level as compared to competitive data and Clarica’s size and structure. 


The Committee determines any annual incentive bonuses for the President and CEO on a basis consistent to that 
described above. 


Succession Planning 


The Committee actively monitors the succession and development planning process which focuses on identifying 
and developing management potential in the firm. Development planning is an intensive management-led process 
aimed at accelerating the development of leadership capabilities. 


Report presented by the 2001 Leadership Resources and Compensation Committee of the Board of Directors, 
which consisted of 


Louis V. Audet 

William P. Cooper 

Rhys T. Eyton 

David A. Ganong 

John S. Lacey 

Norman W. Robertson (Chairman) 


Selected Historical Consolidated Financial Information of Clarica 


The following summary consolidated financial data at and for the years ended December 31, 2000, 1999 and 1998 
and at and for the nine months ended September 30, 2001 and 2000 have been extracted without adjustment from the 
audited consolidated financial statements and the unaudited interim consolidated financial statements of Clarica which 
are incorporated by reference in this Circular and from other financial information provided by Clarica. The 
information below should be read in conjunction with the consolidated financial statements of Clarica and notes thereto 
incorporated by reference in this Circular. The following table shows the historical results of Clarica and does not give 
effect to the Transaction. The financial information below gives effect to the conversion of Clarica from a mutual 
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company owned by policyholders to a public company owned by shareholders, effective July 21, 1999. See 
“Information Concerning Clarica — General’’ above. 
At and for the nine 


months ended At and for the year ended 
September 30, December 31, 
2001 2000 2000 1999 1998 
(unaudited) 


(in millions, except per share amounts) 
Statement of Operations Data: 
Premium income: 


PN TNUTTES: &. Se URERS a rene Aantal aang Soa DLs ¢ oe Olds. (o.. 163... o. .BOcInO MDS 

RICATHeINSUBANCO gerry. ener rector eae nce ent ee siete 51333) 494 669 675 589 

EAST SURATAC Curent ta. mterets rk, fccech a eneernen, AaEraNete ts ROR Nn BLED IRR 1,632 1,530 2,098 1,789 1,465 
MIVESTIMENIGINCOMIGS cereus = cs uc sie eescue teen cic mneA an o 1,509 Syl 2,079 2,091 1,855 
Peaomennicuine wf ee tte et 198 181 242 213 236 
‘OE ENTITLES PERI ae eee eee es $ 4,433 $4393 $5,851 $ 5,55? $ 4,683 
Benes paldand, Provided fF ¥5,.-.:ccihadd on. shyergamas aed Soon OS, | 1Sus, 19be S74 1390 ScA 073: 4 $3378 
(COONTANEANINS OTS ta ae Oe ne ae ne Bae See ee 5 ee O40 eS ie OON S256 
MIME TDEDSES hy, cc Thiet ea eats es} SiO Thee oes 5022 1S - 1 Gis =) Si tO5 a em CA) 
Moraleniet incoiic COON ee cra ki asta sat ts gases Ger 303 --$ 245: $1, 340 $270 Np TA 
Basic Earnings Per Common Share (after 

Gemutualization) Le... 6... ce vee cere eee es Salo. a5 79.0 $. 248. $2104 N/A 
Premiums and Deposits 

_ Retail insurance premiums (gross) SLA rit, Some ere Sak1OS: S$ 12126, 2S 1-539 $1494 S$ 1.201 

Group insurance premiums and ASO equivalents......... 1,208 1,128 LESG ea eal 
RSE AMSMTARCS OTCINIMINS Vio in) ones) mcihar igerpaes  sakael ene) sy oateon 313 275 383 140 115 
Guaranteed annuity premiums and GIC deposits” ........ 618 710 872 882 538 
BCCtour inaeKel Uased“Geposiie: 1s SY, ee PP} 767 1,024 1,296 922 1,097 
Group market based deposits! ero. 605) an ew 1,284 749 1,105 1,321 934 
Total premium, equivalents and deposits................ SP544S. S012” Ss Gltl "S623, 7$°5,126 
Assets Under Management 
RPC DMCA EW ASSCIS rn Sis GLE iia. c ton usa CORE ates oe Bale $30,412 $29,580 $29,692 $28,528 $28,017 
ING CMMeIInAanKe PDASe CEASSELSu ain tas casi wien hammers ess 5,074 6,148 5,705 D255) 4,637 
OUP IN ALK CLD aSCe TaASSeIS 8 er te et ae Rien en re ee 7,970 7,056 6,792 6,286 5,008 
Shareipurchaseplanss C4 .-220bC RPE 2 OR caMhet Wit CK 1,448 98 131 119 TF 
(ther assets under Management co. a4 saute. ose 98 81 47 120 166 
otal assets under manacement ...2..4-, scene Rees niece $45,002 $42,963 $42,367 $40,308 $37,905 
Capitalization Data: 
Subordinatedadebt), <2). rinsed. il. Bod cm dato at Se [4A Seesaw eS! 743) ING 670 1S .1686 
FROtALGQUALY 5 crime costae? armat®: aah wee ee oo us § 3092 8S 28 MW aiet wees ears 
MEGsRedssilanuinsh ois to colteigmn od BO LOCA 3 198% 180% 201% 186% 178% 


(1) 1998 includes a $62 million gain (pre-tax) from the reduction in Clarica’s investment in Perigee Inc. 

(2) 2001 includes integration costs of $28 million (pre-tax) for the acquisition of the group retirement business of The Royal Trust Company and 
Royal Trust Corporation of Canada and 1998 includes integration costs of $272 million (pre-tax) for the Metropolitan Life Insurance Company 
of Canada acquisition. 

(3) Figures include income (losses) (after tax) attributable to participating policyholders of Clarica subsequent to demutualization: nine months 
ended September 30, 2001 — ($4) million; nine months ended September 30, 2000 — ($1 million); 2000 — nil; 1999 — ($4 million). 

(4) 1998 net income includes integration costs of $163 million (after tax) for the Metropolitan Life Insurance Company of Canada acquisition, and a 
gain of $42 million (after tax) from the reduction of Clarica’s investment in Perigee Inc. 

(5) 1999 results are pro forma, reflecting the shareholder basis adopted upon demutualization July 21, 1999. 

(6) Figures include US premium amounts for September 30, 2001 of $235 million; September 30, 2000 of $202 million; 2000 of $287 million; 1999 
of $263 million and 1998 of $286 million. 

(7) Figures include US premium amounts for September 30, 2001 of $163 million; September 30, 2000 of $91 million; 2000 of $111 million; 1999 
of $92 million and 1998 of $33 million. 

(8) Minimum continuing capital and surplus requirements for life insurance companies, established by OSFI. 
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Trading History of Clarica Shares 


The Clarica Shares are listed and posted for trading on the TSE. The table below sets out the market price ranges 
and trading volume of the Clarica Shares on the TSE since listing. 


Price Range Volume 
High Low (000s) 

1999 
Third quarter”. i. sgh 5 Bee oh $24.45 $21.25 64,604 
Fourth quarters . toticn . Ba eae ae. aE Rn Pe tes chee en twee ran een eens 27.50... 20. 850 R33 
2000 
First Garten voc a. + dcater se er suave. eteeka ye tes 2 eet ca ee con eee ae ae 31.00 23.10 136,507 
SECON QUALICK oo ns sseepeen end lanales Spiga 5a lah AER ro c1eT ore oe are 31.40 24.80 17,891 
Third quattetoe.. o. 3 sasc one cee eee ae eee Uk PER a cioiin ponies eh tue Rete en 37.40 28.00 17,862 
Fourth: quartet vies... AeseS Pane bo eet cee eet oto aaa vat ire ence eee 42.75 33:1 de aoe. 
2001 
Pirst quarters cos oat. wis cadteae othe. SB era ANU os hte ake eee eee eee 42.60 36.50 14,162 
Secondsquarter 0... tie Bn Sec ek ec oes oe ee 46.15 40.50 13,384 
WO clive Met: qc) a eerie nn alt me eres ST eee 49.60 37.8146 18183 
Bourth quarters... &... .. dhs 4.8. <Aea cae eee Oem can nine cate 54.19 44.00 29,835 
2002 


Jartuary eT os RE eT eae, Cea Mn Nene peers Ae er ee 52.88 50.00 Sei hilss 


(1) Clarica Shares began trading on the TSE on July 21, 1999. These numbers include if, as and when-issued trading from July 15 to July 20, 1999. 


On December 14, 2001, the last trading day prior to the announcement of the Transaction, the closing price per 
Clarica Share on the TSE was $50.95. 


Dividend Policy 


The most recent quarterly dividend paid by Clarica on the Clarica Shares was paid on November 30, 2001 in the 
amount of $0.22 per Clarica Share. Dividends on Clarica Shares are declared at the sole discretion of the Board. In 
determining dividends on the Clarica Shares, the Board follows the principle that the dividend payout ratio should 
remain competitive with other Canadian life insurance companies and Canadian banks. This principle is subject to 
periodic review by the Board. 


INFORMATION CONCERNING SUN LIFE FINANCIAL 


General 


Sun Life was incorporated under the ICA on August 5, 1999. On the completion of the demutualization of Sun 
Life Assurance on March 22, 2000, Sun Life became the holding company which holds directly all of the outstanding 
shares of Sun Life Assurance. 


Sun Life Assurance was incorporated as a stock life company by a Special Act of Parliament of Canada in 1865. 
Sun Life Assurance was converted into a mutual company through a process that was completed in 1962 under the 
provisions of the Canadian and British Insurance Companies Act. The Special Act of Sun Life Assurance, as amended, 
was replaced in 1992 by amending letters patent issued under the ICA. Upon demutualization in March 2000, Sun Life 
Assurance was converted from a mutual insurance company to a stock insurance company pursuant to letters patent of 
conversion issued under the ICA. 


Sun Life Financial has had operations in Canada since 1871, in the United States since 1895, in the United 
Kingdom since 1893 and in Asia since 1892. Sun Life Financial’s head office, and the principal office of Sun Life, is 
located at Sun Life Centre, 150 King Street West, Toronto, Ontario, Canada M5H 1J9. Sun Life Financial’s principal 
office in the United States is located at One Sun Life Executive Park, Wellesley Hills, Massachusetts, USA 02481, its 
principal office in the United Kingdom is located at Basing View, Basingstoke, United Kingdom RG21 4DZ and its 
regional headquarters for Asia are located at 2008 Two Pacific Place, 88 The Queensway, Hong Kong, China. 


St 


Business of Sun Life Financial 


Sun Life Financial is a leading international financial services organization, providing a wide range of savings, 
retirement, pension and life and health insurance products and services to individual and corporate customers. Sun Life 
Financial operates primarily in Canada, the United States and the United Kingdom and also has operations in Asia and 
South America. At September 30, 2001, Sun Life Financial was the largest Canadian life insurance organization, based 
on total assets under management of approximately $299 billion. For the year ended December 31, 2000, Sun Life had 
consolidated revenues of $16.2 billion ($11.8 billion for the nine months ended September 30, 2001). For the year 
ended December 31, 2000, Sun Life had adjusted shareholders’ net income of $792 million ($629 million for the nine 
months ended September 30, 2001). At September 30, 2001, Sun Life Financial had approximately 11,200 employees 
worldwide and an extensive global distribution network consisting of career sales forces in certain countries, 
independent insurance agents, investment dealers and financial planners. 


Sun Life Financial operates in two principal businesses — wealth management and protection. The wealth 
management business comprises all of Sun Life Financial’s asset management, mutual fund, pension, annuity and trust 
operations. These operations are conducted principally in Canada, the United States, the United Kingdom, the 
Philippines, Chile and India. The protection business comprises Sun Life Financial’s insurance, or protection, 
operations around the world, including its group life and health insurance businesses in Canada, the United States, the 
United Kingdom and the Philippines, and its individual insurance businesses in Canada, the United States, the United 
Kingdom, the Philippines, Hong Kong, Bermuda, Indonesia and India. 


Wealth Management Business 


The wealth management products and related investment management services of Sun Life Financial focus 
primarily on meeting the savings and retirement needs of its customers and helping them plan and achieve lifetime 
financial security. This business has achieved a compound annual growth rate of 32% in fee income over the five-year 
period from 1996 to 2000. For the year ended December 31, 2000, the wealth management business accounted for $9.1 
billion of Sun Life’s consolidated revenues ($6.3 billion for the nine months ended September 30, 2001) and $469 
million of Sun Life’s consolidated operating earnings ($337 million for the nine months ended September 30, 2001). 
The wealth management business accounted for $262.3 billion of Sun Life’s total assets under management as at 
September 30, 2001. Revenue in the wealth management business is derived principally from investment advisory fees, 
distribution and servicing fees, mortality and expense fees, annuity premiums and net investment income on general 
fund assets held primarily in the pension and fixed annuity businesses. 


In the United States, Sun Life conducts its wealth management business primarily through its subsidiaries, 
Massachusetts Financial Services Company (‘‘MFS’’) and Sun Life Assurance Company of Canada (U.S.). MEFS is one 
of the largest U.S. based investment management firms, offering investment products and services in the U.S. and other 
global markets to both retail and institutional investors. Total assets under management by MFS reached $192.2 billion 
as at September 30, -2001, compared to $71.7 billion of assets under management as at December 31, 1996, 
representing a compound annual growth rate of 23%. 


Sun Life Financial has also experienced significant growth in sales of variable annuity products in the United 
States. Sun Life’s total premiums and deposits in the United States of fixed and variable annuities in 2000 were $6.8 
billion ($3.8 billion for the nine months ended September 30, 2001). As at September 30, 2001, Sun Life Financial had 
$32.5 billion of assets under management relating to its U.S. annuity and investment products. On October 31, 2001, 
Sun Life Financial significantly expanded its U.S. annuity business through the acquisition of the annuity business of 
Liberty Financial Companies, Inc. (“‘LFC’’). See ““— Recent Developments — Acquisition of Keyport Life Insurance 
Company and Independent Financial Marketing Group, Inc.’’. 


In Canada, Sun Life Financial is a leading provider of group pension products and retirement services, and offers 
individual savings products. As at September 30, 2001, assets under management for Sun Life Financial’s Canadian 
group pension and annuity business were $11.1 billion. Sun Life, through its subsidiaries, Spectrum Investment 
Management Limited and McLean Budden Limited, also offers mutual funds and investment management services to 
individual and institutional clients. As at September 30, 2001, assets under management in Spectrum Investment 
Management Limited and McLean Budden Limited were $6.4 billion and $21.8 billion, respectively. In addition, Sun 
Life Financial offers individual savings products and trust and brokerage services. 
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In November 2001, Sun Life Financial sold its U.K. banking business and in December 2001, it sold its U.K. asset 
management business. See ‘‘— Recent Developments — Sale of Sun Bank ple and SLC Asset Management Limited’’. 
MEFS continues to provide wealth management services in the U.K. 


Protection Business 


Sun Life Financial offers protection products and services in Canada, the United States, the United Kingdom and 
Asia. Sun Life Financial’s protection products and services include whole life, term life, universal life, unit-linked life 
and corporate-owned life insurance for individuals, and life, health and disability insurance for groups. For the year 
ended December 31, 2000, the protection business accounted for $7.0 billion of Sun Life’s consolidated revenues ($5.4 
billion for the nine months ended September 30, 2001) and $330 million of Sun Life’s consolidated operating earnings 
($304 million for the nine months ended September 30, 2001). The protection business accounted for $32.3 billion of 
Sun Life’s total assets under management as at September 30, 2001. 


In February 2001, Sun Life announced that it had decided to exit the direct sales force distribution business in the 
United Kingdom and to stop selling individual life and pension products to new customers. As a result of this decision, 
it ceased to sell any of these products to new customers in the United Kingdom as of March 31, 2001. 


Recent Developments 


Acquisition of Keyport Life Insurance Company and Independent Financial Marketing Group, Inc. 


On October 31, 2001, Sun Life Assurance acquired from LFC and Liberty Financial Services, Inc., Keyport and 
IFMG and certain of their respective subsidiaries, as well as certain other subsidiaries of Liberty Financial Services, 
Inc., all of which operate the annuity and bank marketing segment of LFC’s business. The aggregate purchase price for 
this acquisition was U.S.$1,702 million (approximately $2,587 million at an effective exchange rate of U.S.$1.00 = 
Cdn.$1.52). The financial information relating to Keyport and IFMG set out below has been prepared in accordance 
with Canadian GAAP. 


Keyport is a specialty insurance company providing a diversified line of fixed, indexed and variable annuity 
products in the United States. For the year ended December 31, 2000, Keyport had consolidated revenues of 
$4.5 billion ($3.3 billion for the nine months ended September 30, 2001) and, as at September 30, 2001, had an 
aggregate of $28.7 billion in assets under management. In 2000, Keyport was ranked the 12th largest fixed annuity 
company, 15th largest indexed annuity company and 33rd largest variable annuity company in the United States, based 
on sales, according to LIMRA International and the Advantage Group. Keyport has an established brand in fixed 
annuities and a strong track record of product innovation. Approximately 50% of Keyport’s 2000 revenues were 
generated from fixed and indexed annuities (94% for the nine months ended September 30, 2001). In addition to its 
annuity business, Keyport also manages a closed block of single premium whole life insurance policies which had 
aggregate assets of $1.8 billion at September 30, 2001. 


IFMG is a leading third-party marketer of insurance and investment products to retail customers through banks in 
the United States. Fifty-eight percent of the annuity products distributed through IFMG in 2000 were Keyport products, 
with the remainder originating from third party sources. 


Through this acquisition, Sun Life Financial expects to improve its competitive position in the U.S. annuity 
market, diversify its portfolio, enhance its distribution capabilities in the United States and capture operating economies 
of scale and revenue synergies. 


Issue of Sun Life Shares 


On October 4, 2001, Sun Life completed a public offering of 11,000,000 Sun Life Shares in Canada and the 
United States for aggregate gross proceeds of $330 million. The net proceeds from this public offering of Sun Life 
Shares were used to finance part of the purchase price required to acquire Keyport and IFMG. 


Issue of Sun Life ExchangEable Capital Securities 


On October 19, 2001, Sun Life Capital Trust, a special purpose trust established by Sun Life Assurance, issued 
$950 million of Sun Life ExchangEable Capital Securities — Series A, or ‘‘SLEECS’’. The SLEECS qualify as Tier 1 
capital of Sun Life and Sun Life Assurance for insurance regulatory purposes. Sun Life Capital Trust used the proceeds 
of the offering of the SLEECS, together with other funds, to purchase a 30-year senior debenture of Sun Life 


53 


Assurance, which is Sun Life Capital Trust’s principal asset. The interest rate on the Sun Life Assurance debenture and 
the indicated yield on the SLEECS is 6.865%. 


Subject to regulatory approval, Sun Life Capital Trust may redeem the SLEECS at any time after the fifth 
anniversary of their date of issue and, in certain limited circumstances, may also redeem the SLEECS during the first 
five years. In addition, holders of SLEECS will be entitled at any time to surrender their SLEECS to Sun Life Capital 
Trust and to receive in exchange 40 preferred shares of Sun Life Assurance for each $1,000 face amount of SLEECS 
tendered for exchange. In certain limited circumstances, SLEECS will be automatically exchanged for preferred shares 
of Sun Life Assurance on the basis of 40 preferred shares for each $1,000 face amount of SLEECS then outstanding. 
The preferred shares will be exchangeable into Sun Life Shares at a price per share equal to the greater of $1.00 and 
95% of the trading price of the Sun Life Shares, but may not be exchanged before June 30, 2012. Subject to regulatory 
approval, Sun Life Assurance may redeem the preferred shares for cash or Sun Life Shares at any time after the fifth 
anniversary of the date of issue of the SLEECS. 


Sale of Sun Bank plc and SLC Asset Management Limited 


In November 2001, Sun Life Financial completed the sale of Sun Bank plc, a United Kingdom bank that 
specialized in mortgage and savings products. In December 2001, it completed the sale of SLC Asset Management 
Limited. MFS continues to provide wealth management services in the U.K. 


Sun Life Documents Incorporated by Reference 


The following documents filed with the securities commissions or similar regulatory authority in the provinces and 
territories of Canada and with the United States Securities and Exchange Commission are specifically incorporated by 
reference in and form an integral part of this Circular: 


is Sun Life’s 2000 Annual Information Form dated March 21, 2001 excluding the information on page one 
and the sections entitled “‘The Promise of Partnership’’, ““To Our Shareholders’’, ‘‘Community 
Reinvestment’’ and ‘*Six-and Eleven-Year Summary’’ of Sun Life’s 2000 Annual Report incorporated by 
reference in the Annual Information Form; 


Ds Sun Life’s audited consolidated financial statements and the notes thereto as at December 31, 2000 and 
1999 and for each of the three years ended December 31, 2000, 1999 and 1998, together with the report of 
the auditors thereon and the report of the appointed actuary; 


oe Sun Life’s management’s discussion and analysis at and for the financial year ended December 31, 2000 
found at pages 10 to 28 of Sun Life’s 2000 Annual Report; 


4, Sun Life’s unaudited third quarter 2001 interim consolidated financial statements and the notes thereto and 
management’s discussion and analysis at and for the nine months ended September 30, 2001; 


5. Sun Life’s management information circular dated February 23, 2001 in connection with the 2001 annual 
meeting of Sun Life’s shareholders, other than the sections entitled “‘Report on Executive Compensation — 
Presented by the Management Resources Committee’’ and ‘‘Performance Graph’’; 


6. the material change report dated May 12, 2001 concerning the proposed acquisition of Keyport and IFMG 
by Sun Life Assurance; 


We the material change report dated December 27, 2001 relating to the Transaction; 


8. Keyport’s audited consolidated financial statements and the notes thereto as at December 31, 2000 and 1999 
and for each of the three financial years ended December 31, 2000, 1999 and 1998, including a 
reconciliation of such financial statements to Canadian GAAP at and for the years ended December 31, 
2000 and 1999, together with the report of the auditors thereon; and 


9.  Keyport’s unaudited interim consolidated financial statements and the notes thereto, including a 
reconciliation of such financial statements to Canadian GAAP, at and for the nine months ended 
September 30, 2001. 


All documents of the type referred to above (excluding confidential material change reports) filed by Sun Life with 
any securities commission or similar regulatory authority in Canada or with the United States Securities and Exchange 
Commission after the date of this Circular and prior to the Closing Date or the termination of the Transaction 
Agreement will be deemed to be incorporated by reference in this Circular. 
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Any statement contained in a document incorporated or deemed to be incorporated by reference herein will be 
deemed to be modified or superseded for the purposes of this Circular to the extent that a statement contained herein, or 
in any other subsequently filed document which also is or is deemed to be incorporated by reference herein, modifies or 
supersedes that statement. The modifying or superseding statement need not state that it has modified or superseded a 
prior statement or include any other information set forth in the document that it modifies or supersedes. Any statement 
so modified or superseded shall not be deemed, except as so modified or superseded, to constitute a part of this 
Circular. 


The making of a modifying or superseding statement will not be deemed to be an admission for any purposes that 
the modified or superseded statement, when made, constituted a misrepresentation, an untrue statement of a material 
fact or an omission to state a material fact that-is required to be stated or that is necessary to make a statement not 
misleading in light of the circumstances in which it was made. 


Information concerning Sun Life, its subsidiaries and their respective businesses and operations has been 
incorporated by reference in this Circular from documents filed with securities commissions or similar 
authorities in Canada. Copies of the documents of Sun Life incorporated by reference herein may be obtained upon 
request without charge from the Secretary of Sun Life, 150 King Street West, Toronto, Ontario, Canada M5H 1J9 
(416) 979-4188. For the purpose of the Province of Québec, this Circular contains information to be completed by 
consulting the permanent information record. A copy of the permanent information record may also be obtained upon 
request without charge from the Secretary of Sun Life at the above-mentioned address and telephone number. 


Financial information in this Circular with respect to LFC and its subsidiaries, including Keyport, has been 
derived without independent verification from publicly available information filed with the U.S. Securities and 
Exchange Commission or otherwise provided by LFC to Sun Life and filed with Canadian securities regulatory 
authorities. Financial information in this Circular with respect to IFMG has been derived from information provided by 
LFC to Sun Life. 


Selected Historical Consolidated Financial Information of Sun Life 


The following summary consolidated financial data at and for the years ended December 31, 2000, 1999 and 1998 
and at and for the nine months ended September 30, 2001 and 2000 have been extracted without adjustment from the 
audited consolidated financial statements and the unaudited interim consolidated financial statements of Sun Life which 
are incorporated by reference in this Circular and from other financial information provided by Sun Life. The 
information below should be read in conjunction with the consolidated financial statements of Sun Life and notes 
thereto incorporated by reference in this Circular. The following table shows the historical results of Sun Life and does 
not give effect to the Transaction. For a description of the effect of, among other things, the Transaction on the 
consolidated financial results of Sun Life, see Schedule D to this Circular, ‘“‘Unaudited Pro Forma Consolidated 
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Financial Statements of Sun Life’’, and ‘‘Sun Life Financial and Clarica After the Transaction — Selected Unaudited 
Pro Forma Consolidated Financial Information of Sun Life’’. 


At and for the nine 


months ended At and for the year ended 
September 30, December 31, 
2001 2000 2000 1999 1998 
(unaudited) 


(in millions, except per share amounts) 


Statement of Operations Data: 
Premium income: 


ANUIEeS eee os, OY. OF GSUINS SIG OM NOG ay SEE S6 12 $ 3:529228 $244. 3710s $Y SB 4945 $9 22409 

eaithemsurances, 4, 29 O29) Say AMIR BR RL 1,043 977 1,287 1,196 1,110 

Wiferinsurance PRP? 20, Fi OCS, ER IBIISD, VAN 273 2,518 3,455 3,332 3,313 
Net investment income”.................0. 20005 Medias 2,884 3,776 4,113 4,035 
IBCCHIMCONC 5 Pee. 22h, SUE IO gen®, JO al 20 i 2,412 2,462 SUT) 2,606 2,014 
HHOLAIBREVCNUCT EE a i ian iolciats sts siete le etic 3 TSO SS IDI SANG 20S Sal Zl SS BAST 
AMEIENOUS TE RT oe ee ete eed eee Meus Sr OGLE or 983" S16 5490=) fp 146. eS 936 
permite expenses”... ws. se seca esse eae. Sees 4e toe 7050 as 2.5008 S) 2286. 59 22,033 
PIER TNCOMIO oie ee an’ v oe aap sles dae ba fee 626,57 2592S 802, $ 164 § 54 
Basic Earnings Per Common Share (after 

MEMIMLUALZAUON) sc le enc cc ore tie tink smal es SE eoutch chal hS 2e ph Saal ie? 42) N/A N/A 

’ Premiums, Deposits and Fund Sales: 

CHIMUR COMCra cet reer Geet ec teeta S OSS A ogee SS Oslin we AS OOD ath OSS 

eric Aled TOG CEPOSIES cn ea aise cra. t= 4,397 5,448 8,318 Alsi Si7) 4,345 

mimcartund sales’. hee et ee es 30,755 35,052 45,614 38,123 33,849 

Manasedfndisales” os he ees cre cee: 25,171 18,388 25,869 13,939 12,255 

Total premiums, deposits and fund sales......... SH6O95 San eh nO5./ 120 md 8S GIA Si 642218 © $e 57.281 
Assets Under Management: 

otal general'fund assets lla) Yo, YOR GOs $ 58,824 $ 54,564 $55,802 $ 54,751 $ 54,319 

Secle vated (und Net Assets. 4 oc sva)5 sclera ee 42,016 50,198 48,741 46,014 39,213 

Mutual fund and other assets under 

management of, Sil.12be. 80. Usb ie. Ac fe: 198,358 240,067 223,990 200,538 157,074 

otal “assets under management .. ~~. ,25.......... $299,198 $344,829 $328,533 $301,303 $250,606 
Capitalization Data: 

Subordinated) debt: sais dose ta.neisde- 6. aa! $ Tl 3x5 US G499 eS 749 § 734 $ 764 

Cumulative capital securities of a subsidiary...... SW 948i HS Ty OOO? Ss900e5 1S, a5x870 A S.y1') 930 

Notalrequitysyo. ssextsiens ohteitton ace aaeede, oi $1-975366 35S 9162522 4. $511669715 Sin5:878) oSn06;081 

MGCSR eset te sestsemrcendinat. Jonnee:- Ane: 284% 290% 295% 262% 284% 


(1) Figures include amortization of goodwill related to investments in certain unconsolidated subsidiaries. These amounts have been reclassified as a 
separate item in the unaudited pro forma consolidated statement of operations contained in Schedule D to this Circular. 

(2) Figures include non-controlling interest in net income of subsidiaries and amortization of goodwill arising from the acquisition of assets and 
consolidated subsidiaries. These amounts have been reclassified as a separate item in the unaudited pro forma consolidated statement of 
operations contained in Schedule D to this Circular. 

(3) Figures include income (losses) attributable to participating policyholders of Sun Life Assurance: nine months ended September 30, 2001 — 
($3 million); nine months ended September 30, 2000 — $11 million; 2000 — $10 million; 1999 — $68 million; 1998 — $65 million. 

(4) Net income includes provisions related to United Kingdom operations of $410 million in 1999 and $686 million in 1998 and losses related to 
discontinued operations of $170 million in 1999 and $88 million in 1998. 


(5) These figures are unaudited. 
(6) Minimum continuing capital and surplus requirements for life insurance companies, established by OSFI. 
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Sun Life Share Capital 
Authorized and Outstanding Capital 


The authorized capital of Sun Life consists of an unlimited number of common shares, an unlimited number of 
Class A Shares, issuable in series, and an unlimited number of Class B Shares, issuable in series. As at January 11, 
2002, there were 431,708,091 common shares outstanding and no Class A Shares or Class B Shares outstanding. 


Common Shares 


Each Sun Life Share is entitled to one vote at meetings of the shareholders of Sun Life, except for meetings at 
which only holders of another specified class or series of shares of Sun Life are entitled to vote separately as a class or 
series. Each Sun Life Share is also entitled to receive dividends if, as and when declared by the board of directors of 
Sun Life. All dividends that the board of directors of Sun Life may declare and pay will be declared and paid in equal 
amounts per share on all Sun Life Shares, subject to the rights of holders of the Class A Shares and the Class B Shares. 
Holders of Sun Life Shares will participate in any distribution of the net assets of Sun Life upon its liquidation, 
dissolution or winding-up on an equal basis per share, subject to the rights of the holders of the Class A Shares and the 
Class B Shares. There are no pre-emptive, redemption, purchase or conversion rights attaching to the Sun Life Shares. 


Class A Shares 


The Class A Shares may be issued at any time or from time to time in one or more series as may be determined by 
the Sun Life board of directors. The board of directors is authorized to fix before issue the number, the consideration 
per share, the designation of and, subject to the special rights and restrictions attached to all Class A Shares, the rights 
and restrictions attached to the Class A Shares of each series. The Class A Shares of each series rank on a parity with 
the Class A Shares of each other series with respect to the payment of dividends and the return of capital on the 
liquidation, dissolution or winding-up of Sun Life. The Class A Shares are entitled to preference over the Class B 
Shares, the Sun Life Shares and any other shares ranking junior to the Class A Shares with respect to the payment of 
dividends and the return of capital. The special rights and restrictions attaching to the Class A Shares as a class may not 
be amended without such approval as may then be required by law, subject to a minimum requirement of approval by 
the affirmative vote of at least two-thirds of the votes cast at a meeting of the holders of Class A Shares to be called and 
held for that purpose. The holders of Class A Shares are not entitled to any voting rights except as provided by law. 


Class B Shares 


The Class B Shares may be issued at any time or from time to time in one or more series as may be determined by 
the Sun Life board of directors. The board of directors is authorized to fix before issue the number, the consideration 
per share, the designation of and, subject to the special rights and restrictions attached to all Class B Shares, the rights 
and restrictions attached to the Class B Shares of each series. The Class B Shares of each series rank on a parity with 
the Class B Shares of each other series with respect to the payment of dividends and the return of capital on the 
liquidation, dissolution or winding-up of Sun Life. The Class B Shares are entitled to preference over the Sun Life 
Shares and any other shares ranking junior to the Class B Shares with respect to the payment of dividends and the 
return of capital, but are subordinate to the Class A Shares and any other shares ranking senior to the Class B Shares 
with respect to the payment of dividends and return of capital. The special rights and restrictions attaching to the 
Class B Shares as a class may not be amended without such approval as may then be required by law, subject to a 
minimum requirement of approval by the affirmative vote of at least two-thirds of the votes cast at a meeting of the 
holders of Class B Shares to be called and held for that purpose. The holders of Class B Shares are not entitled to any 
voting rights except as provided by law. 


Trading History of Sun Life Shares 


The Sun Life Shares are listed and posted for trading on the Toronto, New York, London and Philippines stock 
exchanges. The table below sets out the market price ranges and trading volume of the Sun Life Shares on the TSE and 
the NYSE for the periods indicated. 
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The Toronto Stock Exchange The New York Stock Exchange 


Price Range Volume Price Range Volume 
High Low (000s) High Low (000s) 
2000 
See CE ts tps ence we leh $25.25 $13.75 87,489 US$16.938 US$9.313 41,566 
‘TRLmeal COTERYE Ces eae rae en rnin eto B75) 24.25 69,617 DDS 16.000 19,440 
OUT NMOU ATCT: paces as Sake ache caookta bone ies op 40.00 26.75 124,199 26.688 17.563 16,509 
2001 
MSteO@UATtCE co cours on aah oles cass Donors ata a 40.00 26.95 85,766 26.750 17.250 13,954 
ECOMMEOUAN CI mma scic sree oe zct orks Gre 36.43 28.50 55,900 24.350 18.190 12,504 
‘invi| QUe IIe 3 Beses-antat cee einen tae Dette Se 38.90 DUS 59,023 25.400 16.920 11,270 
RouEthpOuarlenpaty. Gers erstiGlserrs sees ae & 37.25 29.75 67,799 23.680 18.890 11,285 
2002 
fantail Januaryeh los). SOE UE0R 22 veo IG 34.15 32.80 9,364 21.380 20.520 1,444 


(1) Sun Life Shares began trading on the TSE and the NYSE on March 23, 2000. 


On December 14, 2001, the last trading day prior to the announcement of the Transaction, the closing price per 
Sun Life Share was $34.77 on the TSE and US$22.38 on the NYSE. 


Dividend Policy 


Sun Life has paid a quarterly dividend of $0.12 per Sun Life Share since the fourth quarter of 2000. Sun Life’s 
. policy is to pay dividends to shareholders in a range that is comparable to that of shareholder dividends paid by other 
publicly traded North American financial services companies. The policy is subject to periodic review by the Sun Life 
board of directors. The declaration and payment of dividends are at the sole discretion of Sun Life’s board of directors 
and will be dependent on Sun Life’s earnings, financial condition and capital requirements. Dividends may be adjusted 
or eliminated at the discretion of Sun Life’s board of directors on the basis of these or other considerations. 


As a holding company, Sun Life’s ability to meet its cash requirements and pay dividends on the Sun Life Shares 
will depend in large part on the receipt of dividends and other payments from its subsidiaries. The payment of 
dividends to Sun Life by certain of its subsidiaries is regulated under corporate, insurance and securities laws. 


Auditors 


The auditors of Sun Life are Deloitte & Touche LLP, Chartered Accountants, Suite 1400, BCE Place, 181 Bay 
Street, Toronto, Ontario, Canada M5J 2V1. 


Transfer Agents and Registrars 
The principal transfer agents and registrars for the Sun Life Shares are set out below: 


Canada: CIBC Mellon Trust Company 
320 Bay Street, 6th Floor 
Toronto, Ontario 
Canada M5H 4A6 
United States: Mellon Investor Services, LLC 
Overpeck Centre 
85 Challenger Road 
Ridgefield Park, New Jersey 07660 
U.S.A. 


INVESTMENT CONSIDERATIONS RELATING TO SUN LIFE SHARES 


The following investment considerations should be considered by Shareholders in evaluating whether to approve 
the Transaction. These investment considerations should be considered in conjunction with the other information 
included in this Circular and in the documents incorporated by reference in and forming part of this Circular. 
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Possible Volatility of Stock Price 


The market price of Sun Life Shares or Clarica Shares could each fluctuate significantly prior to the Closing Date 
in response to various factors and events, including the differences between Sun Life’s and Clarica’s actual financial or 
operating results and those expected by investors and analysts, changes in analysts’ projections or recommendations, 
changes in general economic or market conditions, and broad market fluctuations. As a result of such fluctuations, 
historical market prices are not indicative of future market prices or the market value of the Sun Life Shares that 
holders of Clarica Shares will receive on the Closing Date. There can be no assurance that the market value of the Sun 
Life Shares that the holders of Clarica Shares will receive on the Closing Date will equal or exceed the market value of 
the Clarica Shares held by such Shareholders prior to the Closing Date. 


Risks of Integration 


The Transaction has been entered into with the expectation that its successful completion will result in long-term 
strategic benefits and synergies. These anticipated benefits and synergies will depend in part on whether Sun Life 
Financial’s and Clarica’s operations can be integrated in an efficient and effective manner. The successful integration 
of Sun Life Financial and Clarica will require the integration of various aspects of each company’s respective 
businesses. It is possible that this integration will not be accomplished smoothly or successfully or will result in 
financial benefits that will be less than anticipated. The integration of the operations will give rise to restructuring costs 
and charges and it may be that these costs and charges will be greater than those currently anticipated and that the 
difference may be material. Integration costs of combining the operations are expected to include severance costs 
associated with any employee terminations, costs associated with conforming employee benefits plans, charges 
associated with the closure of duplicate facilities and asset writedowns related to duplicate business systems. Further, 
the diversion of the attention of management from day-to-day operations and any difficulties encountered in the 
transition process could have an adverse impact on the combined companies’ businesses, results of operations and 
financial condition. The process of integrating the operations of the two organizations could cause the interruption of, 
or a loss of momentum in, the activities of either or both of the companies’ businesses, which could have an adverse 
effect on their respective operations. Sun Life Financial is also in the process of integrating the operations of Keyport 
and IFMG which it recently acquired. See ‘‘— Acquisition of Keyport and IFMG’’. The simultaneous integration of 
Clarica, Keyport and IFMG could cause some delays in realizing the benefits of the Transaction. 


United Kingdom Operations 


In recent years, Sun Life Financial’s United Kingdom wealth management business has experienced significant 
losses arising out of certain pension sales practices and guaranteed annuity products. During the period from 1996 to 
1999, the potential liabilities arising from these practices and products required Sun Life to make total pre-tax 
provisions of $1,356 million and to write off $260 million in goodwill remaining from the acquisition of Confederation 
Life’s U.K. operations. Since 1999, Sun Life Financial has not made any additional provisions with respect to potential 
liabilities relating to pension sales practices. 


There can be no assurance that Sun Life Financial’s existing pension sales provisions of $419 million as at 
September 30, 2001 will ultimately prove sufficient to cover all pension sales liabilities to its personal pension 
customers in the United Kingdom. A number of different factors could cause Sun Life Financial’s liabilities to these 
customers to increase materially, including (i) an expansion by United Kingdom regulators of the class of customers 
entitled to compensation, (ii) an unfavourable change in the required method of determining compensation, and 
(iii) adverse changes in interest rate levels, mortality assumptions, and the performance of equity markets. Accordingly, 
there can be no assurance that Sun Life Financial will not experience further material losses in its wealth management 
business in connection with personal pension selling practices compensation. 


Sun Life Financial has established significant actuarial liabilities against future losses in connection with certain 
guaranteed annuities issued prior to 1994 by Confederation Life (U.K.). The cumulative amount of such actuarial 
liabilities was $438 million at September 30, 2001. In 1998, Sun Life Financial instituted a hedging program with the 
objective of limiting losses that would otherwise arise upon further declines in interest rates in the United Kingdom. 
This program provides a substantial, although not complete, hedge against declines in interest rates that, however, 
becomes less effective as rates decline further. There can be no assurance that material additional reserves will not be 
required in the future as a result of a number of different factors, including (i) more conservative reserving 
requirements arising from changes in regulations, (ii) significant interest rate reductions or shifts in the yield curve, 
against which the current hedges would have reduced effectiveness, (iii) increases in the pool of pension assets entitled 
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to the guaranteed annuity option, and (iv) further unanticipated adverse changes in mortality experience. However, 
hedging positions have been put in place to mitigate the effect of unfavourable market conditions. 


In addition, Sun Life Financial has sold a variety of endowment products in the United Kingdom. Endowment 
policies are generally sold to provide customers with a method of repaying mortgage debt at the end of a mortgage 
term. The sale of endowment policies by life insurance companies has attracted criticism from the press and politicians 
in the United Kingdom. There can be no guarantee that United Kingdom regulators will not in future require providers 
of endowment products to bear some or all of the additional costs required to ensure that such policies meet their 
targets. 


Sun Life Financial continues to be subject to regulatory scrutiny in the United Kingdom, including reviews of past 
business sold. Sun Life Financial is regularly engaged in discussions with United Kingdom regulators with respect to 
these and other matters. In February 2001, Sun Life announced that it had decided to exit the direct sales force 
distribution business in the United Kingdom and to stop selling any individual life and pension products to new 
customers effective March 31, 2001. Sales of these products for the year ended December 31, 2000 represented 33% of 
Sun Life Financial’s United Kingdom operations’ sales of $696 million. Total revenues and deposits for individual life 
and pension products for the year ended December 31, 2000 were $2.1 billion. In addition, Sun Life Financial has 
recently announced that it is outsourcing the administration of its. U.K. individual life and pensions portfolio. As a 
result of these decisions, Sun Life Financial expects to reduce the workforce of Sun Life Assurance Company of 
Canada (U.K.) Limited from approximately 2,000 to approximately 150, primarily in its group insurance business, by 
the end of 2003. 


Reinsurance Liabilities Relating to Unicover 


Under a series of contracts that commenced March 1, 1997 (the “‘March Whole Account’’) and that were replaced 

by a series of three-year contracts that commenced on December 1, 1997 (the ‘‘December Whole Account’’), Sun Life 
Assurance arranged to participate in the reinsurance of a reinsurance pool and facilities managed by Cragwood 
Managers, L.L.C., formerly Unicover Managers Inc. (‘‘Unicover’’). The members of the reinsurance pool and facilities 
(the ‘“‘Unicover Reinsurers’’) provided reinsurance for the accident and health insurance components of workers’ 
compensation policies written by U.S. direct insurers. During 1998, Sun Life Assurance began an investigation 
following concerns that the claims attributable to the underlying workers’ compensation policies sold and then partially 
or wholly reinsured by Unicover would materially exceed expectations. In January 1999, Sun Life Assurance 
terminated the December Whole Account and advised it would accept no further premium. 


In July 1999, Sun Life Assurance commenced arbitration against Unicover and the Unicover Reinsurers seeking 
rescission of the December Whole Account and in October 2000 Sun Life Assurance sent notice of its intention to 
rescind the March Whole Account. The arbitration proceedings relating to the December Whole Account will involve 
an extensive discovery process through which Sun Life Assurance should gain access to additional information. 
Although Sun Life Assurance believes, on the basis of its investigation of the facts currently available and on the 
advice of counsel, that it has strong grounds on which to rescind all its reinsurance contracts with the Unicover 
Reinsurers, the outcome of the arbitration proceedings relating to the December Whole Account is uncertain. 
Accordingly, there is a risk that those arbitration proceedings will not result in any material reduction in the remaining 
potential liability of Sun Life Assurance to the Unicover Reinsurers. As of the date hereof, no party has demanded 
arbitration with respect to the rescission of the March Whole Account. 


Sun Life Assurance’s exposure to losses under the Unicover treaties may also be dependent upon its ability to 
enforce its coverage under its retrocession treaties. Three of Sun Life Assurance’s retrocessionaires have commenced 
arbitration proceedings against Sun Life Assurance seeking rescission of or otherwise contesting certain retrocession 
treaties with Sun Life Assurance that cover the Unicover-related claims. 


To the extent that Sun Life Assurance enters into settlements with Unicover and the Unicover Reinsurers, there is 
also a risk that the retrocessionaires will assert that amounts paid by Sun Life Assurance under such settlement 
arrangements are not recoverable as claims under the retrocession treaties. The assertion of defences by 
retrocessionaires may result in additional litigation or arbitration involving Sun Life Assurance, the outcome of which 
is uncertain. Accordingly, there is a risk that the retrocession treaties will not be enforceable so as to cover any material 
liability of Sun Life Assurance to the Unicover Reinsurers. 


In addition, Sun Life Assurance’s retrocession treaties that cover the reinsurance it provided to the Unicover 
Reinsurers also cover other reinsurance it provides. Consequently, litigation or arbitration between Sun Life Assurance 
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and its retrocessionaires may affect that other reinsurance. Accordingly, there is a risk that the retrocession treaties will 
not be enforceable so as to cover any material liability of Sun Life Assurance in respect of that other reinsurance. 


To the extent that Sun Life Assurance cedes claims to its retrocessionaires under the retrocession treaties, there is 
a risk that Sun Life Assurance may be exposed to potential liability as a result of Sun Life Assurance’s possible direct 
or indirect participation in certain of the arrangements which provide retrocession coverage to Sun Life Assurance’s 
retrocessionaires. It is also possible that Sun Life Financial may become involved in additional litigation relating to 
Unicover, and such litigation may be protracted and costly. 


Sun Life took provisions of $150 million after tax (approximately U.S.$103 million) during 1999 in connection 
with the Unicover business, based on information known to it at the time. The financial terms of settlements entered 
into by Sun Life Assurance with certain Unicover Reinsurers in 2000 are consistent with these provisions established in 
1999 and no additional provisions for the Unicover business have been established since that time. The matters related 
to Unicover are also described in Note 9 of Sun Life’s interim consolidated financial statements for the nine months 
ended September 30, 2001 incorporated by reference in this Circular. 


Acquisition of Keyport and IFMG 


Sun Life has identified a number of risks associated with the acquisition of Keyport and IFMG. These risks 
include, but are not limited to, incompatibility of certain Keyport technological systems with those of Sun Life 
Financial, the suitability and return characteristics of certain product features within the overall Sun Life Financial 
product portfolio, managing the acquired investment portfolio to a profile more consistent with Sun Life Financial’s 
investment policies within a short period of time, retention of certain large customers of the acquired companies and 
retaining key skills currently within Keyport and IFMG necessary for ongoing operational and product management. 


Although Sun Life Financial has prepared and is implementing comprehensive integration plans, there is no 
assurance that Sun Life Financial will successfully integrate the operations, technologies, products and employees of 
Keyport and IFMG. 


Certain Factors Affecting the Wealth Management and Protection Businesses 
Effect of Changes in Market Conditions 


Sun Life Financial derives a substantial portion of its revenue from fees generated by its wealth management 
business, including, in particular, MFS. Sun Life Financial intends to continue expanding its wealth management 
business in the future. The fees earned from the wealth management business are generally assessed as a percentage of 
assets under management and therefore vary directly with the value of such assets. Accordingly, fluctuations in the 
market value of such assets may result in fluctuations in Sun Life’s wealth management revenue. 


The level of assets under management in the wealth management business and amount of fee income derived from 
those assets are also affected by other factors. The investment management business is highly competitive, with the 
amount of assets under management dependent in large part on the types and performance of products, fees charged 
and the strength of distribution channels. Significant growth in the retirement-oriented investment market and 
uncommonly strong stock and bond market appreciation have been material factors in the growth of Sun Life 
Financial’s assets under management and its ability to generate sales of its wealth management products in recent 
years. These economic and market trends have not continued in 2001. Adverse economic conditions, such as reduced or 
negative growth in North American and other economies, and other factors, including a protracted or precipitous 
decline in the stock markets, such as occurred in mid-September 2001, could affect the popularity of Sun Life 
Financial’s products and services or result in investors withdrawing from the markets or decreasing their rate of 
investment, which could materially adversely affect Sun Life Financial’s wealth management business. In addition, a 
decline in market values of investments or an increase in asset withdrawals (which could occur as a result of volatile 
markets, a general or protracted drop in share prices, changes in public perceptions about certain investment classes, 
poor investment performance, changes in the regulation of certain products, a weakening of distribution channels or 
other factors) could materially adversely affect Sun Life Financial’s level of fee income. 


Interest Rate Risk 


Movements in interest rates create several interest rate risks for Sun Life Financial’s protection business and the 
fixed annuity portion of the wealth management business. Many of Sun Life Financial’s annuity products contain 
explicit or implicit guarantees and, if long-term interest rates fall below these guaranteed rates, Sun Life Financial may 
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be required to increase reserves against losses, thereby adversely affecting their results of operations. Interest rate 
changes can also cause compression of Sun Life Financial’s net spread between interest earned on investments and 
interest credited on insurance policies or fixed annuities, thereby adversely affecting Sun Life’s results of operations. 
Rapid declines in interest rates may result in, among other things, increased asset calls, mortgage prepayments or policy 
withdrawals and reinvestment at significantly lower yields, which could adversely affect earnings. Interest rate changes 
can also produce an unanticipated increase in transfers to separate account (variable) options or surrenders by holders 
of Sun Life Financial’s fixed annuity products, which may force Sun Life Financial to sell investment assets at a loss in 
order to fund such transfers or surrenders and accelerate recognition of expenses related to the acquisition of fixed 
annuity products. 


Sun Life Financial mitigates the negative impact of interest rate changes through asset/liability management, 
including duration matching and the management of interest rate options embedded in assets or liabilities. There can be 
no assurance that management of Sun Life Financial will be able to avoid the negative impact of interest rate changes. 


Risks Related to Equity Indexed Products 


Sun Life Financial is exposed to certain equity-market related risks associated with its equity-indexed annuity 
products. These annuities typically provide for the crediting of interest at rates related to the performance of various 
equity indices. If there is a substantial decline in the applicable index, the attractiveness of equity-indexed annuity and 
variable annuity products to customers will be diminished, and holders of equity-indexed annuities may seek to 
surrender their policies prior to the end of the product term. Equity-indexed annuity policies typically provide for early 
surrender charges and restrictions. An increase in surrenders in such annuities, however, could have an adverse effect 
on Sun Life Financial. In addition to the risk of surrenders, Sun Life Financial bears the risk that its investment 
alternatives may not be able to match any increase in crediting rates provided for under its equity-indexed annuity 
policies. 


Guaranteed Minimum Benefits with Respect to Certain Annuities 


Certain of Sun Life Financial’s variable annuity products sold in the United States and Canada contain guarantees 
upon death, maturity or annuitization, where the guarantee may vary with, or may be triggered by, the market 
performance of the underlying funds. Although Sun Life Financial has entered into some reinsurance arrangements 
with respect to these products, has some hedging programs in place, and has diversified its exposure to market changes 
in either direction, if a significant adverse market shift is experienced within Sun Life Financial’s book of business, 
these guarantees could have an adverse effect on Sun Life Financial’s financial position and results of operations. 


Regulatory and Related Matters 


Both the wealth management business and the protection business are subject to extensive levels of regulation. 
Changes in laws or regulations, or in governmental policies, could materially and adversely affect the business and 
operations of Sun Life Financial. 


Sun Life Financial is required to maintain adequate regulatory capital in relation to its operations. Currently, Sun 
Life Financial’s capital ratios are in excess of those required by OSFI. However, a protracted or precipitous decline in 
the stock markets may require Sun Life Financial to allocate additional capital to support its operations. This, in turn, 
would have an adverse effect on its capital ratios. 


Investment Portfolio 


The capital and earnings of Sun Life Financial are affected by, among other things, the investment results, 
carrying value and levels of allowances for losses on, and write-downs of, Sun Life Financial’s investment portfolio. 
The market value of Sun Life Financial’s investments varies depending upon prevailing economic and market 
conditions, including interest rates and the strength of the stock markets. A pronounced and sustained decline in the 
Canadian or United States stock markets would reduce the market value of Sun Life Financial’s general fund equity 
portfolio. 

Sun Life Financial is also subject to credit risk relating to the uncertainty associated with the continued ability of 
debtors to make timely payments pursuant to the contractual terms underlying such loans. Although Sun Life 
Financial’s bonds are mostly investment-grade and Sun Life Financial believes that it maintains prudent issuer 
diversifications, a major economic downturn could result in issuer defaults. 
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TAX CONSIDERATIONS FOR CLARICA SHAREHOLDERS 


Canadian Federal Income Tax Considerations 


In the opinion of Davies Ward Phillips & Vineberg LLP, counsel to Clarica, the following is a summary of the 
principal Canadian federal income tax considerations under the Tax Act of the Transaction to certain holders of Clarica 
Shares. 


The summary is based on the current provisions of the Tax Act, the regulations thereunder, and counsel’s 
understanding of the current published administrative practices of CCRA. The summary takes into account all specific 
proposals to amend the Tax Act and the regulations publicly announced by the Minister of Finance prior to the date 
hereof, although there is no certainty that such proposals will be enacted in the form proposed, if at all. The summary 
does not otherwise take into account or anticipate any changes in law, whether by judicial, governmental or legislative 
decision or action, or changes in administrative practices of CCRA, nor does it take into account provincial, territorial 
or foreign income tax legislation or considerations. The provisions of provincial income tax legislation vary from 
province to province in Canada and in some cases differ from federal income tax legislation. The summary assumes 
that the Exchangeable Shares will be listed on a prescribed stock exchange. The TSE has conditionally approved the 
listing of the Exchangeable Shares effective at the time they are issued by Clarica. 


The Tax Act contains certain provisions relating to securities held by certain financial institutions (the “‘mark-to- 
market rules’’). The summary does not take into account the mark-to-market rules, and any Shareholders that are 
“‘financial institutions’’ for the purpose of those rules should consult their own tax advisors. 


The summary is of a general nature only and is not intended to be, nor should it be construed to be, legal or 
tax advice or representations to any particular holder of Clarica Shares. Accordingly, Shareholders should 
consult their own tax advisors with respect to their particular circumstances, including the application and 
effect of the income and other tax laws of any country, province, state or local tax authority. 


Residents of Canada 


The following summary is generally applicable to a Shareholder who, at all relevant times, for purposes of the Tax 
Act and any applicable income tax treaty, is, or is deemed to be, resident in Canada, deals at arm’s length with Clarica 
and Sun Life, is not affiliated with Clarica or Sun Life and holds his or her Clarica Shares, and will hold his or her 
Exchangeable Shares and Sun Life Shares, as capital property. Clarica Shares, Exchangeable Shares and Sun Life 
Shares will generally be considered to be capital property to a Shareholder unless the Shareholder holds such shares in 
the course of carrying on a business, or the Shareholder has acquired them in a transaction or transactions considered to 
be an adventure in the nature of trade. Certain Shareholders whose Clarica Shares, Exchangeable Shares or Sun Life 
Shares might not otherwise qualify as capital property may, in certain circumstances, treat such shares as capital 
property by making the irrevocable election permitted by subsection 39(4) of the Tax Act. 


A Shareholder will not realize a capital gain or a capital loss on the automatic exchange of such Shareholder’s 
Clarica Shares for Exchangeable Shares. The adjusted cost base of the Clarica Shares to such Shareholder immediately 
before the exchange will be the cost to the Shareholder of the Exchangeable Shares acquired on the exchange. 


A Shareholder whose Exchangeable Shares are automatically exchanged for Sun Life Shares will be deemed to 
have disposed of the Exchangeable Shares for proceeds of disposition equal to the aggregate adjusted cost base thereof 
to such Shareholder immediately before the exchange, and to have acquired the Sun Life Shares received in exchange 
therefor at a cost equal to such aggregate adjusted cost base, unless the Shareholder chooses to report any portion of the 
capital gain or capital loss arising on such disposition in computing income for the year of disposition. The cost of the 
Sun Life Shares so acquired by the Shareholder will be averaged with the adjusted cost base of all other Sun Life 
Shares held by the Shareholder as capital property immediately prior to the exchange for the purpose of determining 
thereafter the adjusted cost base of each Sun Life Share held by such Shareholder. On a subsequent disposition of a Sun 
Life Share, the holder may realize a capital gain or a capital loss. In this regard, the disposition of any fractional 
Sun Life Share to which a Shareholder might otherwise be entitled in respect of the Transaction will be a taxable 
disposition. Consequently, a Shareholder who has, by way of example, an adjusted cost base of nil in the Clarica Shares 
will generally realize a capital gain equal to the amount of cash received in lieu of a fractional Sun Life Share. Where 
the Shareholder is a corporation, a capital loss realized on the disposition of a Sun Life Share may be reduced by 
dividends received on such Sun Life Share or on a Clarica Share owned by such Shareholder immediately before the 
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Closing Time. A similar rule may apply where the Shareholder is a trust or partnership of which a corporation, trust or 
partnership is a beneficiary or partner. 


In the event that there is an Alternative Proposal and Sun Life exercises its rights described under ‘‘Other Terms 
of the Transaction Agreement — Non-Solicitation — Sun Life’s Opportunity to Match’’ and, in connection therewith, 
if it were to be proposed that Shareholders receive a combination of Sun Life Shares and cash in exchange for Clarica 
Shares then, provided that Sun Life agrees that a fraction of each Clarica Share (the ‘‘Other Fraction’’) is exchanged 
for cash and the remaining fraction of each Clarica Share (the ‘‘Share Fraction’’) is exchanged for Sun Life Shares, the 
tax consequences to the Shareholder of the disposition of the Share Fraction will be generally as described above, and 
the Shareholder will be considered to have disposed of the Other Fraction for proceeds of disposition equal to the cash 
received and will realize a capital gain (or capital loss) equal to the amount by which such proceeds exceed (or are less 
than) the adjusted cost base to such Shareholder of such Other Fraction immediately before the exchange. For these 
purposes, the Shareholder’s adjusted cost base of a Clarica Share will be allocated between such Shareholder’s Share 
Fraction and Other Fraction on the basis of their relative fair market values immediately before the exchange. 


The tax consequences to a Shareholder who exercises his or her Dissent Right in respect of Clarica Shares and 
whose Clarica Shares are automatically exchanged for Exchangeable Shares, and whose Exchangeable Shares are 
exchanged for Sun Life Shares, will be generally as described above for Shareholders who do not exercise their Dissent 
Right. In certain circumstances, however, additional amounts payable by Sun Life may be considered to be interest or 
other income received by such Shareholder, and Dissenting Shareholders who request that Sun Life arrange for the sale 
of their Sun Life Shares without payment of fees or commission may be considered to have received a benefit that, in 
addition to any taxable capital gain realized on such sale, must be included in income. 


A Shareholder that is a corporation will generally be required to include in computing its income any dividends 
received on Sun Life Shares, but normally such dividends will also be deductible in computing its taxable income. A 
Shareholder that is a “‘private corporation’ or a ‘“subject corporation’ (as such terms are defined in the Tax Act) may 
be liable to pay the 33'/3% refundable tax under Part IV of the Tax Act on dividends received or deemed to be received 
to the extent that such dividends are deductible in computing the corporation’s taxable income. 


In the case of a Shareholder who is an individual, dividends received on Sun Life Shares will be included in 
computing the Shareholder’s income, and will be subject to the gross-up and dividend tax credit rules normally 
applicable to taxable dividends paid by a taxable Canadian corporation. 


Exchangeable Shares and Sun Life Shares will be qualified investments for a trust governed by a registered 
retirement savings plan, registered retirement income fund, deferred profit sharing plan or a registered education 
savings plan. Sun Life Shares will not be a prohibited investment for a registered pension plan. Provided that the 
Exchangeable Shares are listed on a prescribed stock exchange, the Exchangeable Shares will not be a prohibited 
investment for a registered pension plan. Otherwise, the Exchangeable Shares may be a prohibited investment for 
certain registered pension plans. 


Non-Residents of Canada 


The following summary is generally applicable to a Shareholder who, at all relevant times, for purposes of the Tax 
Act and any applicable income tax treaty, is neither resident nor deemed to be resident in Canada, deals at arm’s length 
with Clarica and Sun Life, is not affiliated with Clarica or Sun Life, holds his or her Clarica Shares, and will hold his or 
her Exchangeable Shares and Sun Life Shares, as capital property and does not use or hold, and is not deemed to use or 
hold, such shares in connection with carrying on business in Canada. Special rules which are not discussed in this 
summary may apply to a non-resident Shareholder that is an insurer for whom Clarica Shares or Sun Life Shares are 
‘‘designated insurance property’ under the Tax Act. 


A Shareholder will not realize a capital gain or a capital loss on the automatic exchange of such Shareholder’s 
Clarica Shares for Exchangeable Shares. The adjusted cost base of the Clarica Shares to such Shareholder immediately 
before the exchange will be the cost to the Shareholder of the Exchangeable Shares acquired on the exchange. 


A Shareholder whose Exchangeable Shares are automatically exchanged for Sun Life Shares will be deemed to 
have disposed of the Exchangeable Shares for proceeds of disposition equal to the aggregate adjusted cost base thereof 
to such Shareholder immediately before the exchange, and to have acquired the Sun Life Shares received in exchange 
therefor at a cost equal to such aggregate adjusted cost base, unless the Shareholder chooses to report any portion of the 
capital gain or capital loss arising on such disposition in computing income for the year of disposition. The cost of the 
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Sun Life Shares so acquired by the Shareholder will be averaged with the adjusted cost base of all other Sun Life 
Shares held by the Shareholder as capital property immediately prior to the exchange for the purpose of determining 
thereafter the adjusted cost base of each Sun Life Share held by such Shareholder. On a subsequent disposition of a Sun 
Life Share, the holder may realize a capital gain or capital loss. In this regard, the disposition of any fractional Sun Life 
Share to which a Shareholder might otherwise be entitled in respect of the Transaction will be a taxable disposition. 
Consequently, a Shareholder who has, by way of example, an adjusted cost base of nil in the Clarica Shares will 
generally realize a capital gain equal to the amount of cash received in lieu of a fractional Sun Life Share. 


In the event that there is an Alternative Proposal and Sun Life exercises its rights described under “‘Other Terms 
of the Transaction Agreement — Non-Solicitation — Sun Life’s Opportunity to Match’’ and, in connection therewith, 
if it were to be proposed that Shareholders receive a combination of Sun Life Shares and cash in exchange for Clarica 
Shares then, provided that Sun Life agrees that a fraction of each Clarica Share (the ‘‘Other Fraction’’) is exchanged 
for cash and the remaining fraction of each Clarica Share (the ‘‘Share Fraction’’) is exchanged for Sun Life Shares, the 
tax consequences to the Shareholder of the disposition of the Share Fraction will be generally as described above, and 
the Shareholder will be considered to have disposed of the Other Fraction for proceeds of disposition equal to the cash 
received and will realize a capital gain (or capital loss) equal to the amount by which such proceeds exceed (or are less 
than) the adjusted cost base of such Other Fraction immediately before the exchange. For these purposes, the 
Shareholder’s adjusted cost base of a Clarica Share will be allocated between such Shareholder’s Share Fraction and 
Other Fraction on the basis of their relative fair market values immediately before the exchange. 


A non-resident Shareholder will not be subject to tax under the Tax Act on any capital gain realized on a 
disposition of Exchangeable Shares, Other Fractions, Share Fractions or Sun Life Shares unless those shares constitute 
‘‘taxable Canadian property’’ to the Shareholder. A share listed on a prescribed stock exchange (which includes the 
TSE and NYSE) generally will not be taxable Canadian property to a non-resident Shareholder unless, at any time 
during the five-year period immediately preceding the disposition of such share, the non-resident Shareholder, persons 
with whom the non-resident Shareholder did not deal at arm’s length, or the non-resident Shareholder together with all 
such persons, owned 25% or more of the shares of any class or series of the corporation that issued such share. For this 
purpose, it is CCRA’s view that a person will be considered to own any share in respect of which such person has an 
interest or option or other right to acquire. A Sun Life Share will also be taxable Canadian property to a holder thereof 
where the Exchangeable Share for which it was exchanged was taxable Canadian property to such holder. If the 
Exchangeable Shares are not listed on a prescribed stock exchange, the Exchangeable Shares may be taxable Canadian 
property, in which case certain withholding and remittance obligations could arise for holders of Exchangeable Shares 
and for Sun Life. 


Even if a share is taxable Canadian property to the holder, a taxable capital gain or an allowable capital loss 
resulting from the disposition thereof will not be included in computing the non-resident Shareholder’s income for the 
purposes of the Tax Act if the share is “‘treaty-protected property’’ as defined in the Tax Act. Sun Life Shares, 
Exchangeable Shares, Other Fractions or Cash Fractions owned by a non-resident Shareholder will generally be treaty- 
protected property if the gain from the disposition of such property would, because of an applicable income tax treaty 
to which Canada is a party, be exempt from tax under the Tax Act. In general, the provisions of the Canada-U.S. 
Income Tax Convention (the “‘U.S. Treaty’’), by way of example, exempt such gain for persons resident in the United 
States for purposes of the U.S. Treaty. 


The tax consequences to a Shareholder who exercises his or her Dissent Right in respect of Clarica Shares and 
whose Clarica Shares are automatically exchanged for Exchangeable Shares, and whose Exchangeable Shares are 
exchanged for Sun Life Shares, will be generally as described above for Shareholders who do not exercise such Dissent 
Right. In certain circumstances, however, additional amounts payable by Sun Life may be considered to be interest or 
other income received by such Shareholder, and Dissenting Shareholders who request that Sun Life arrange for the sale 
of their Sun Life Shares without payment of fees or commission may be considered to have received a benefit that must 
be included in income. Such interest, other income or benefit may be subject to withholding tax. 


Dividends paid to a non-resident on Sun Life Shares will be subject to Canadian withholding tax at a rate of 25%. 
Such rate may be reduced under the provisions of an applicable income tax treaty to which Canada is a party. By way 
of example, the rate generally applicable under the U.S. Treaty is 15%. 


This summary is of a general nature only and is not intended to be, and should not be construed to be, legal 
or tax advice to any particular Shareholder. No representation with respect to the Canadian federal income tax 
consequences to any particular Shareholder is made herein. Consequently, Shareholders are urged to seek 
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independent tax advice in respect of the consequences to them of the Transaction in their particular 
circumstances. 


United States Federal Income Tax Considerations 


In the opinion of Davies Ward Phillips & Vineberg LLP (New York), special U.S. counsel to Clarica (‘‘U.S. 
Counsel’’), the following is a summary of the principal U.S. federal income tax considerations generally applicable to 
(i) a U.S. Holder (as defined below) of Clarica Shares on the automatic exchange of such U.S. Holder’s Clarica Shares 
for Exchangeable Shares and the automatic exchange of such U.S. Holder’s Exchangeable Shares for Sun Life Shares 
(together, the “‘Share Exchange’’), (ii) a U.S. Holder in the event that there is an Alternative Proposal, (iii) a dissenting 
U.S. Holder who exchanges Clarica Shares for Exchangeable Shares and Exchangeable Shares for Sun Life Shares 
(together, the ‘“Dissenter’s Share Exchange’’) and (iv) a U.S. Holder who holds or disposes of Sun Life Shares so 
acquired. This summary is limited to the U.S. federal income tax consequences applicable to a U.S. Holder who holds 
such shares as a capital asset. The summary does not address all potentially relevant U.S. federal income tax matters, 
including the alternative minimum tax, and it does not address consequences peculiar to persons subject to special 
provisions of U.S. federal income tax law, such as those described below as excluded from the definition of a U.S. 
Holder. In addition, the summary does not cover any state, local or foreign tax consequences. 


This summary is based on the provisions of the United States Internal Revenue Code of 1986, as amended (the 
““Code’’), final, temporary and proposed Treasury Regulations issued thereunder, and administrative and judicial 
interpretations thereof, all as in effect as of the date hereof, but all of which are subject to change (possibly on a 
retroactive basis) and to differing interpretations. There can be no assurance that the Internal Revenue Service (the 
““IRS’’) will not take a contrary view, and no ruling from the IRS has been or will be sought. 


The tax discussion set forth below is included for general information only. It is not intended to be, nor 
should it be construed to be, legal or tax advice to any particular U.S. Holder. Accordingly, U.S. Holders of 
Clarica Shares are advised to consult their own U.S. tax advisors to determine the particular tax consequences 
to them of the Transaction, and of acquiring, exchanging, holding, or disposing of Exchangeable Shares or Sun 
Life Shares, including the application and effect of any state, local or foreign tax laws. 


As noted herein, a ‘‘U.S. Holder’’ includes a citizen or resident alien individual of the United States, a corporation 
created or organized under the laws of the United States or any political subdivision thereof, or an estate or a trust the 
income of which is taxable in the United States irrespective of source. A U.S. Holder does not include, and this 
discussion does not address the tax consequences to, persons subject to special provisions of U.S. federal income tax 
law, such as tax-exempt organizations, qualified retirement plans, financial institutions, insurance companies, real estate 
investment trusts, regulated investment companies, broker-dealers, persons who hold their shares as part of a straddle, a 
hedge against currency risk, a constructive sale or a conversion transaction, holders whose functional currency is other 
than the U.S. dollar, persons owning (directly, indirectly or constructively) 10% or more of the voting stock of Clarica 
or Sun Life, pass-through entities and investors therein, persons who acquired their stock through the exercise of 
employee stock options or otherwise as compensation, or persons who hold their shares as ordinary assets and not as 
capital assets. 


U.S. Counsel is of the opinion that the Share Exchange will not qualify as a tax-free reorganization for U.S. 
federal income tax purposes and will therefore constitute a taxable transaction. Each U.S. Holder will recognize capital 
gain or loss on the Share Exchange in an amount equal to the difference, if any, between (i) the aggregate consideration 
received by such U.S. Holder pursuant to the Share Exchange (i.e., the aggregate fair market value of Sun Life Shares 
and any U.S. dollar equivalent of cash received by such U.S. Holder) and (ii) such U.S. Holder’s adjusted tax basis in 
the Clarica Shares exchanged therefor. Any such capital gain or loss will be long-term capital gain or loss if the 
U.S. Holder has held the Clarica Shares for more than one year at the Closing Date and otherwise will be short-term 
capital gain or loss. Gains and losses are netted and combined according to special rules in arriving at the overall 
capital gain or loss for a particular taxable year. Corporations generally are taxed at the same rates on capital gains as 
on ordinary income (with a maximum tax rate of 35%). With certain exceptions, the highest tax rate on long-term 
capital gains of individuals (or estates or trusts) currently is 20% while the highest tax rate on ordinary income and 
short-term capital gains of individuals (or estates or trusts) currently is 38.6%. Deductions for net capital losses are 
subject to significant limitations. For U.S. Holders who are individuals, any unused portion of such net capital loss may 
be carried over to be used in later taxable years until such net capital loss is thereby exhausted. For U.S. Holders that 
are corporations (other than corporations subject to subchapter S of the Code), any unused net capital loss may be 
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carried back three years from the loss year and carried forward five years from the loss year to be offset against capital 
gains until such net capital loss is thereby exhausted or expires. Capital gains or losses recognized by a U.S. Holder on 
the Share Exchange generally will be treated as arising from U.S. sources. 


In the event that there is an Alternative Proposal and Sun Life exercises its rights described under “Other Terms 
of the Transaction Agreement — Non-Solicitation — Sun Life’s Opportunity to Match’’ and, in connection therewith, 
if it were to be proposed that Shareholders receive a combination of Sun Life Shares and cash in exchange for Clarica 
Shares (‘‘Alternative Share Exchange’’), U.S. Counsel is of the opinion that the Alternative Share Exchange will not 
qualify as a tax-free reorganization for U.S. federal income tax purposes and will therefore constitute a taxable 
transaction, with the tax consequences to U.S. Holders being the same as those described above. 


U.S. Counsel is of the opinion that the Dissenter’s Share Exchange will not qualify for tax-free treatment for U.S. 
federal income tax purposes and will therefore constitute a taxable transaction, with the tax consequences to dissenting 
U.S. Holders being the same as those described above. In certain circumstances, however, additional amounts payable 
by Sun Life may be considered to be interest or other income received by such U.S. Holder (taxable at ordinary 
income, rather than capital gain rates). 


A U.S. Holder’s initial tax basis in the Sun Life Shares acquired pursuant to the Transaction, whether by way of 
the Share Exchange, Alternative Share Exchange or Dissenter’s Share Exchange, will be deemed to be equal to the fair 
market value thereof on the date on which such shares are acquired, and a U.S. Holder’s holding period for such Sun 
Life Shares will begin on the day after the date on which such shares are acquired. 


U.S. Holders receiving distributions (including constructive distributions) with respect to Sun Life Shares will be 
required to include in gross income for U.S. federal income tax purposes the gross amount of such distributions to the 
extent that Sun Life has current or accumulated earnings and profits as of the taxable year end of the distributions, 
without reduction for any Canadian income tax withheld from such distributions. To the extent that distributions exceed 
current or accumulated earnings and profits of Sun Life, they will be treated first as a return of capital up to the U.S. 
Holder’s adjusted tax basis in the Sun Life Shares, and thereafter as gain from the sale or exchange of such shares. 
Preferred tax rates for long-term capital gains are applicable to a U.S. Holder who is an individual (or an estate or 
trust). There are currently no preferential tax rates for long-term capital gains for a U.S. Holder that is a corporation. 
Dividends paid on Sun Life Shares generally will not be eligible for the dividends received deduction provided to 
corporations. 


A U.S. Holder who pays (or has withheld from distributions) Canadian income tax with respect to the disposition 
of Clarica Shares or the ownership of Sun Life Shares may be entitled, at the option of the U.S. Holder, to either a 
deduction or a tax credit for such foreign tax paid or withheld. This election is made on a year-by-year basis and 
generally applies to all foreign income taxes paid by (or withheld from) the U.S. Holder during a year. There are 
significant and complex limitations that apply to the credit. The availability of the foreign tax credit and the application 
of the limitations on the credit are fact specific and U.S. Holders are urged to consult their own U.S. tax advisors 
regarding their individual circumstances with respect to foreign tax credit considerations. 


For U.S. federal income tax purposes, a U.S. Holder generally will recognize gain or loss upon the sale, exchange 
or other disposition of Sun Life Shares in the same manner as described above for U.S. Holders with respect to the 
Share Exchange. 


If Sun Life were to be treated as a passive foreign investment company (‘‘PFIC’’), U.S. Holders could be subject 
to higher U.S. federal income taxes with respect to distributions on, or dispositions of, Sun Life Shares than otherwise 
would apply. A foreign corporation will be classified as a PFIC if 75% or more of its gross income for the taxable year 
is passive income or if the value of the assets it holds during the taxable year that produce passive income is at least 
50% of the total value of its assets, taking into account a proportionate share of the income and assets of corporations at 
least 25% owned by such foreign corporation. The PFIC rules contain an exception from the “‘passive income’’ 
definition for income derived in the active conduct of an insurance business by a corporation which is predominantly 
engaged in an insurance business. Sun Life has advised U.S. Counsel that, based on the nature of the income, assets and 
activities of Sun Life, and the manner in which Sun Life plans to operate its business in future years, Sun Life does not 
expect that it will be classified as a PFIC for any taxable year. 


Sun Life Assurance may fall within the definition of a controlled foreign corporation with respect to a portion of 
its U.S. insurance income under a special rule in the Code for captive insurance companies (‘‘Captive CFCs’’). If Sun 
Life Assurance were a Captive CFC within the meaning of the Code, subject to certain exceptions, U.S. Holders of Sun 
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Life Shares would have an obligation to report on IRS Form 5471 certain information regarding their indirect 
ownership of Sun Life Assurance. Sun Life has advised U.S. Counsel that, should this information reporting obligation 
apply, it would be administratively impracticable for Sun Life to identify all of its U.S. shareholders who would be 
subject to such reporting obligation, and that Sun Life Assurance’s accounting records will not be prepared on a basis 
that would allow Sun Life to generate the requisite financial information for such shareholders. Sun Life is of the view 
that, because Sun Life Assurance will pay U.S. income tax on all of its income attributed to its U.S. insurance 
operations, the information called for by the IRS Form 5471 should have no relevance to the amount of U.S. taxable 
income reportable by U.S. Holders. It is possible, although in Sun Life’s view extremely unlikely, that the IRS would 
seek to impose a penalty for a U.S. Holder’s failure to file a Form 5471 in this circumstance. 


Canadian dollars or obligations denominated in Canadian dollars that are received by a U.S. Holder in respect of 
dividends on Sun Life Shares will have a tax basis equal to their U.S. dollar value on the date of receipt. Canadian 
dollars or obligations denominated in Canadian dollars that are received by a U.S. Holder in respect of the disposition 
of Clarica Shares or Sun Life Shares will generally have a tax basis equal to their U.S. dollar value on the date on 
which the U.S. Holder recognizes a gain or loss with respect to such shares in accordance with the U.S. Holder’s 
method of accounting. A U.S. Holder who does not immediately convert such Canadian dollars or Canadian dollar 
denominated obligations into U.S. dollars will recognize an exchange gain or loss on the subsequent sale or other 
disposition of the Canadian dollars in an amount equal to the difference, if any, between the amount realized on such 
sale or other disposition and such U.S. Holder’s adjusted tax basis in the Canadian dollars, and such gain or loss will be 
characterized as ordinary income or loss. 


Distributions received by a U.S. Holder in respect of the Sun Life Shares and proceeds received by a U.S. Holder 
in respect of the disposition of Clarica Shares or Sun Life Shares may be subject to information reporting and U.S. 
federal backup withholding at the rate of 30% if the U.S. Holder fails to supply an accurate taxpayer identification 
number or otherwise fails to comply with applicable U.S. federal information reporting or certification requirements 
whenever necessary. Any amounts so withheld will be allowed as a credit against the U.S. Holder’s U.S. federal 
income tax liability. 


GENERAL PROXY INFORMATION 
General 


This Circular is furnished in connection with the solicitation of proxies by and on behalf of management of 
Clarica to be used at the Special Meeting to be held on March 6, 2002, at 10:00 a.m. (Toronto time) at the Metro 
Toronto Convention Centre (North Building, Room 106), 255 Front Street West, Toronto, Ontario, and at any 
and all adjournments or postponements thereof, for the purposes set forth in the accompanying Notice of 
Special Meeting. 


Voting Rights, Record Date and Proxy Information 


To be used at the Special Meeting, a proxy must be deposited with CIBC Mellon, 200 Queen’s Quay East, Unit 6, 
Toronto, Ontario, MSA 4K9 or faxed to CIBC Mellon at 416-368-2502, at any time prior to 5:00 p.m. (Toronto time) 
on March 5, 2002 or, if there is an adjournment or postponement, prior to 5:00 p.m. (Toronto time) on the day 
(excluding Saturdays, Sundays and statutory or civic holidays in Toronto, Ontario) preceding the date of the 
adjournment or postponement or, in either case, with the Chair or the scrutineers of the Special Meeting at any time 
prior to the commencement of the Special Meeting (as scheduled or postponed) or such adjournment. Failure to so 
deposit a proxy may result in its invalidation. The time limit for depositing proxies prior to the Special Meeting may be 
waived by the Board in its discretion without notice. 


In order to be effective, a form of proxy must be executed by a Shareholder or Voting Policyholder or, in either 
case, the attorney thereof duly authorized in writing or, if the Shareholder is a corporation, the proxy must be signed by 
an officer of such corporation or by such corporation’s duly authorized attorney. Where a proxy has been executed by 
an attorney, it must be accompanied by evidence of the attorney’s authority. 


Only Shareholders of record at the close of business on January 17, 2002 will be entitled to vote, in person or by 
proxy, at the Special Meeting, except to the extent that a Shareholder has transferred ownership of Clarica Shares after 
such date and the transferee of such shares establishes ownership thereof and makes a written request to the Corporate 
Secretary of Clarica, 227 King Street South, Waterloo, Ontario N2J 4C5, not later than the close of business 10 days 
before the Special Meeting or any adjournment or postponement thereof, to be included in a list of Shareholders 
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entitled to vote at the Special Meeting, in which case the transferee, and not the holder of record on January 17, 2002, 
will be entitled to vote such Clarica Shares at the Special Meeting. 


Only Voting Policyholders of record at the close of business on February 25, 2002 (or, if the Special Meeting is 
adjourned or postponed, Voting Policyholders of record at the close of business on the tenth day preceding the date to 
which the Special Meeting is adjourned or postponed) will be entitled to vote, in person or by proxy, at the Special 
Meeting or such adjourned or postponed Special Meeting. 


The only persons entitled to attend the Special Meeting are the Shareholders, the Voting Policyholders, their 
proxyholders, officers and directors of Clarica and Sun Life, the Chair of the Special Meeting and the professional, 
legal and financial advisors of each of Clarica, the Strategic Planning Committee, Sun Life and the Chair of the Special 
Meeting. The Chair of the Special Meeting shall have the discretion to admit any other persons to the Special Meeting. 


As of the date hereof, there are 134,270,317 Clarica Shares outstanding and 1,275,656 Voting Policyholders. With 
respect to each matter properly before the Special Meeting, Shareholders will be entitled to one vote for each Clarica 
Share registered in the name of such Shareholder with respect to the Transaction Resolution. Each Voting Policyholder 
will be entitled to one vote with respect to the Transaction Resolution (whether or not that Voting Policyholder holds 
one or more Clarica participating policies or non-participating policies). 


See ‘‘Other Terms of the Transaction Agreement — Conditions to the Transaction Becoming Effective — 
Shareholder and Voting Policyholder Approval’’. 


Appointment of Proxy Holders 


Shareholders or Voting Policyholders who are unable to be present at the Special Meeting may still vote through 
the use of a proxy. If you are a Shareholder or a Voting Policyholder and are unable to attend the Special Meeting, you 
should complete and execute the enclosed form of proxy and deliver it or return it by mail or fax so that it is received 
by CIBC Mellon by the stated deadline or deposited with the Chair or the scrutineers of the Special Meeting prior to the 
commencement thereof. By completing, executing and returning the enclosed form of proxy by the deadline, you can 
participate in the Special Meeting through the person or persons named on the form of proxy. The persons named on 
the enclosed form of proxy will vote ‘‘FOR’’ or ‘“AGAINST”’’ the Transaction Resolution such number of Clarica 
Shares or policy votes, as applicable, with respect to which such persons are appointed proxy on the ballot to be cast 
with respect to the Transaction Resolution in accordance with the instructions of the Shareholders or Voting 
Policyholders appointing them. If you do not indicate your voting instructions and the form of proxy is executed in 
favour of the management appointees named on the form of proxy and deposited as provided in the Notice of 
Meeting, your voting rights will be voted in favour of the Transaction Resolution. 


The persons named in the enclosed form of proxy are directors or officers of Clarica. Shareholders and Voting 
Policyholders have the right to appoint a person other than the management appointees designated on the enclosed form 
of proxy by inserting such person’s name in the blank space provided in the form of proxy or by completing another 
form of proxy and, in either case, delivering it or returning it by mail or fax so that it is received by CIBC Mellon by 
the stated deadline or submitting it to the Chair or the scrutineers of the Special Meeting prior to the commencement 
thereof. A proxy nominee need not be a Shareholder or a Voting Policyholder. 


Discretionary Authority of Proxies 


The enclosed form of proxy confers discretionary authority upon the management appointees named therein with 
respect to amendments to or variations of matters identified in the accompanying Notice of Special Meeting and with 
respect to other matters that may properly come before the Special Meeting. This discretionary authority would include 
authority to vote in favour of any amended Transaction proposed by Sun Life and recommended by the Board. At the 
date of this Circular, management of Clarica knows of no such amendments, variations or other matters to come before 
the Special Meeting. If, however, variations, amendments or other matters which are not now known to management of 
Clarica should properly come before the Special Meeting, the Clarica Shares or policy votes represented by proxies 
given to management nominees will be voted on such matters in the discretion of such nominees, absent contrary 
instructions. 


Revocation of Proxies 


A Shareholder or Voting Policyholder who has deposited or given a proxy may revoke it at any time before it is 
exercised. In addition to revocation in any manner permitted by law or by attending the Special Meeting or any 
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adjournment thereof and registering with the scrutineers as a Shareholder or Voting Policyholder present in person, a 
Shareholder or Voting Policyholder may revoke a proxy by signing a form of proxy bearing a later date and depositing 
it as provided under ‘‘Voting Rights, Record Date and Proxy Information’’ or by depositing an instrument in writing 
executed by such person or such person’s attorney authorized in writing (a ‘‘notice of revocation’’) and either 
delivering or faxing the notice of revocation: (i) to Clarica, c/o the offices of CIBC Mellon,-200 Queen’s Quay East, 
Unit 6, Toronto, Ontario, MSA 4K9, fax number 416-368-2502, at any time prior to 5:00 p.m. (Toronto time) up to and 
including the last day (excluding Saturdays, Sundays and statutory or civic holidays in Toronto, Ontario) preceding the 
date of the Special Meeting (as scheduled or postponed) or any adjournment thereof at which the proxy is to be used or, 
(ii) to the Chair of the Special Meeting prior to the commencement of the Special Meeting (as scheduled or postponed) 
or any adjournment thereof. 


Solicitation of Proxies 


The cost of the solicitation of proxies will be paid by Clarica. Clarica will compensate brokers, custodians, 
nominees and other intermediaries in Canada in accordance with applicable Canadian regulatory requirements related 
to the forwarding of proxy materials to beneficial owners of securities. Clarica will reimburse brokers, custodians, 
nominees and other intermediaries outside of Canada for their reasonable charges and expenses incurred in forwarding 
proxy materials to beneficial owners of Clarica Shares. In addition to solicitation by mail, officers, directors and regular 
employees of Clarica may, without additional compensation, solicit proxies personally or by telephone. 


Clarica has retained the services of TD Securities to form and manage a soliciting dealer group to solicit proxies 
on behalf of management of Clarica from Shareholders in respect of the Special Meeting. The soliciting dealer group, 
including TD Securities, will be paid a solicitation fee for each vote in favour of the Transaction Resolution by a 
. Shareholder solicited by a member of the soliciting dealer group on the basis of $0.25 for each favourable vote, subject 
to a minimum fee of $85.00 and a maximum fee of $1,500.00, provided that no fee will be payable in respect of any 
vote solicited from a beneficial holder of fewer than 200 Clarica Shares. In addition, no proxy solicitation fees will be 
paid in respect of Clarica Shares beneficially owned by Sun Life. In addition, Clarica has also agreed to reimburse TD 
Securities for reasonable out-of-pocket expenses incurred in connection with the solicitation of proxies and to 
indemnify TD Securities in certain circumstances. It is not possible at the date hereof to estimate the total solicitation 
fees that will be incurred as a result of implementing these proxy solicitation arrangements. 


LEGAL MATTERS 


Certain legal matters in connection with the Transaction will be passed upon by Davies Ward Phillips & Vineberg 
LLP, Toronto, Ontario and New York, New York on behalf of Clarica. As at the date of this Circular, partners and 
associates of Davies Ward Phillips & Vineberg LLP own beneficially, directly or indirectly, less than 1% of the 
outstanding Clarica Shares. Certain legal matters in connection with the Transaction will be passed upon by Torys LLP, 
Toronto, Ontario on behalf of Sun Life. As at the date of this Circular, partners and associates of Torys LLP own 
beneficially, directly or indirectly, less than 1% of the outstanding Sun Life Shares. 


APPROVAL OF CLARICA 


The contents and mailing to Shareholders and Voting Policyholders of this Circular have been approved by the 
Board. 


Mary E. Duncan 
Senior Vice-President, General Counsel and 
Corporate Secretary 


Waterloo, Ontario 
January 11, 2002 


70 


a gnnguQ 0GK 3 obishe . G02 i pte 
Ci POA abe ft y ES eet Lorre ares VIE SE f 


seit . : i ; 7 of Viera nay Sion ci inet es 


nee Bayt fore Oi) Nees At rhitde’ & 55th faa Hee acti": oe fs abd 


; we oh eden ea ae Lt tx olstaet Yon ai RSP ote Senet 


a hp uf lay 23 akucn eu bon, 438 ne « 2, ne » eat ies 
ins SPT a Wars ke De Wa: 4 at cet aoe 


CS sod Sead whdoe ait) Ye renee ait er brs exabipibsrmslt a griitiase bos stush008 pe ‘ 


3 <i alin yey ordi’ vile ine oa s ; ; 
indy Re ae ce ge ear 

et: selec vf apeetael gE 

i 8 AE A RO 


‘ oso me yebitag ENS IO FIO 
6a Holt ie“losady ieecuay alt ° 


ai re key BA st afin 


nee tire? rot porte ote rer 


Vos is Ait eee Fe Hane ae aere eR 

(coon) CSE kG ii rye » Shaiieebies: Voip aG? lei bo dale 
mith ame ined olsissolteeciaiediaiet ih onde sen 

wipicgeboy = ihwrcteasieey livilox noheaasquros lantinipiactie 


ilove 4 sganem bes anol ot saiiniosé CT-te ee 
nriooM Letooyé of) Yo touqees ni etsblodanale ong 
eT ON Sic SY do She 16 SEpaeRshti eta 
ke 28) PCE YO clad si Hive soy date asides Ye charts 
si'lire Sst an Seri ‘bof | ere #%' ‘aot antes we? i) yu OF 


7 be Pa FAL % 


ok it ean Sorin a4 ‘7 Noy ane 7B ar “gift Vee vd BPD raipack sae 
aniticiolios say Hy aGesemss' hé Bahar Ps) Unix PEESON Ae 


an men nit OHA Mog {Ey ait SgRliAUAS Hine MRA ren i 


ACES, WES rhe ery CHNDS. mM ihe 

: 2 ect hes “aed ‘thee Fj 

; ‘ Waar 4 OE aa find Gateysiiod * 

ety sh ir tf evil ed natin sey nIoK) peaenawier grompe ys 


ot ee eee gfe J ts aya SNe 
it 


shes 0 14s 3A ie > 
vice 7a 


tin fe 
‘ +54 
Hrvpil g 


a PHRAED 40 tA YORE 


j WEY ue < Tirencertneent oppoltion aimed ae edt at 
(vad iy nrugre (0: Nekiead! Socal Mest 
: , nes ' : i aks il ih ia anal a eieity wait 
- we tiger pnenied tey‘Sure Live wd Feet Wy te dow, Abt 
wo Nea che Sie poaiens VE tre it, WD ons slr aE 
peli moytegy WHIT aie Diy ore Known 0 Tene rent 
j » Shave te ' ies pegwe cele! by stad: 
“ anne a Vane Cig Pete wt Rae Wore » Ea Gonvary 
ois Liver) \alsteas hg gh Ney” Ve 
Woredoed yoyo) 


j 
vf 


: - bd ® al ; ; 5 
=1 rons } he aA feet we oy Picky tbs LV OKe ie «Rn ematrantal ; 
Cu Jw eitinied Qanein ede: jaw ae © ning the Smrcial Qhogiael sree 
t ; , : ne ee Gs : 
. iA e ue oy 
a 


Mn 


SCHEDULE A 


TRANSACTION RESOLUTION 


BE IT RESOLVED AS A SPECIAL RESOLUTION THAT: 


1. 


the amendments to the by-laws of the Company attached as Appendix | to Schedule A to the Circular whereby: 


(a) anew class of Exchangeable Shares of the Company will be created, each of which will be exchangeable for 
that number of Sun Life Shares (i) as is equal to the Exchange Ratio, in the case of Exchangeable Shares 
that are not Dissent Shares and (ii) as is to be determined in accordance with the Dissent Rights Agreement, 
in the case of Exchangeable Shares that are Dissent Shares; 


(b) the terms of the common shares of the Company (the ‘‘Clarica Shares’’) will be amended to provide that 
each outstanding Clarica Share, other than those held by Sun Life or its subsidiaries as general fund assets, 
will be automatically changed into one Exchangeable Share at the Effective Time (as defined in the attached 
Appendix 1); and 


(c) the Exchangeable Shares will be automatically exchanged for Sun Life Shares in accordance with their 
terms, 


are hereby approved and confirmed; 


the waiver by the Company at the Effective Time of the application of section 3.1 of the shareholder rights plan of 
the Company (established pursuant to the shareholder rights plan agreement dated as of April 27, 2000 between 
the Company and CIBC Mellon Trust Company) to the transaction contemplated by the by-law amendments set 
out in Appendix | hereto is hereby consented to and approved; and 


any one director or officer of the Company is hereby authorized and directed, for and on behalf of the Company, to 
execute and deliver all documents and instruments and take such other action as he or she may determine to be 
necessary or desirable to implement this special resolution and the matters authorized hereby, such determination 
to be conclusively evidenced by the execution and delivery of any such documents or instruments and the taking 
of any such actions. 


The directors of the Company may, without further approval of the shareholders or policyholders of the Company, 


revoke this special resolution in the event that the Transaction Agreement is terminated in accordance with its terms or 
the transactions contemplated by the Transaction Agreement do not proceed by way of the amendment of the by-laws 
of the Company in accordance with the terms of the Transaction Agreement. 


Defined terms used but not defined in this special resolution have the meaning given to them in Schedule I to the 


attached Appendix 1. 
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APPENDIX 1 
AMENDMENT TO CLARICA BY-LAWS 
BY-LAW NO. 5 


In this By-Law No. 5, “‘Company’’ means Clarica Life Insurance Company. 
By-Law No. 3 of the Company is hereby amended: 
1. by deleting therefrom the following: 


‘*The Company shall have Class A Shares, Class B Shares, Class C Shares, Class D Shares, Class E Shares, 
Class F Shares, Class G Shares and common shares as more particularly set out in Schedules A to H inclusive.’’; 


2. by replacing the deleted text with the following: 


“‘The Company shall have Class A Shares, Class B Shares, Class C Shares, Class D Shares, Class E Shares, 
Class F Shares, Class G Shares, common shares and Exchangeable Shares as more particularly set out in 
Schedules A to I inclusive. 


Effective at 8:00 a.m. (Toronto time) on the third business day (being a day other than a Saturday, Sunday or 
statutory holiday in Ontario) after all required approvals to the closing of the Transaction (as defined in the 
transaction agreement made between the Company and Sun Life Financial Services of Canada Inc. (“‘Sun Life’’) 
and dated December 17, 2001, as the same may be amended from time to time) have been obtained, or at such 
earlier or later time and/or date as the Company and Sun Life may agree in writing (in either case, the “‘Effective 
Time’’), and provided that all conditions to the closing of the Transaction have been satisfied or waived at the 
Effective Time, then: 


(i) each outstanding common share not then beneficially owned by Sun Life or any of its subsidiaries as 
general fund assets shall be changed into one Exchangeable Share of the Company having the rights, 
privileges, restrictions and conditions set forth in Schedule I without further action by the holders thereof 
or by the Company; and 


(ii) immediately thereafter (such time, the ‘‘Automatic Exchange Time’’), the Automatic Exchange (as 
defined in such Schedule J) shall occur.’’; and 


3. by appending to By-Law No. 3 the Schedule I attached to this By-Law No. 5. 


Provided that the foregoing amendments to By-Law No. 3 of the Company have been approved by the shareholders and 
policyholders of the Company in the manner and to the extent required by the Insurance Companies Act (Canada), such 
amendments shall become effective immediately prior to the Effective Time (as defined in paragraph 2 above). 
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SCHEDULE I 
EXCHANGEABLE SHARES 


There shall be a class of shares of the Company designated as ‘‘Exchangeable Shares’’ of which the number 
authorized for issuance from time to time shall be unlimited. The Exchangeable Shares shall have attached thereto the 
following rights, privileges, restrictions and conditions (collectively, the ‘‘Exchangeable Share Provisions’’): 


1. Interpretation 
1.1 Definitions 


The following words and phrases whenever used in the Exchangeable Share Provisions shall have the following 
meanings, unless the context indicates otherwise: 


(a) 


(b) 


(c) 


(d) 
(e) 
(f) 


8) 
(h) 


(i) 


Q) 


(k) 
(I) 


(m) 


(n) 


““Act’’ means the Jnsurance Companies Act (Canada), as amended; 


**Automatic Exchange’’ means the automatic exchange of (i) Exchangeable Shares that are not Dissent 
Shares for Sun Life Shares pursuant to section 5.1(a) hereof and (ii) Exchangeable Shares that are Dissent 
Shares for Sun Life Shares pursuant to section 5.1(b) hereof; 


**Automatic Exchange Time’’ means the time specified in By-Law No. 3 of the Company, as amended by 
By-Laws No. 4 and 5 of the Company; 


‘business day’’ means a day which is not a Saturday, Sunday or statutory holiday in Ontario; 
“‘common shares’’ means common shares in the capital of the Company; 


“Current Market Price’’ at any date shall mean the weighted average price per share at which Sun Life 
Shares have traded on The Toronto Stock Exchange (or, if the Sun Life Shares are not listed on The Toronto 
Stock Exchange, on such stock exchange on which such shares are listed as may be selected for that purpose 
by the directors of the Company) during the 20 consecutive trading days ending on a date not earlier than 
the third day preceding the Automatic Exchange. The weighted average price shall be determined by 
dividing the aggregate sale price of all Sun Life Shares sold on the said exchange, during the said 20 
consecutive trading days, by the total number of Sun Life Shares so sold; 


> 


‘‘Depositary’” means CIBC Mellon Trust Company; 


‘Dissent Rights Agreement’’ means the dissent rights agreement made between the Company, Sun Life and 
each registered holder of common shares who dissented in respect of the special resolution of the holders of 
common shares and voting policyholders of the Company approving, among other things, By-Law No. 5 of 
the Company; 


‘Dissent Share’’ means an Exchangeable Share issued at the Effective Time (as defined in By-Law No. 3 of 
the Company, as amended by By-Law No. 5 of the Company) to a person who was at the Effective Time a 
Dissenting Shareholder (as defined in the Dissent Rights Agreement) in respect of the common share for 
which such Exchangeable Share was issued; 


‘Exchange Ratio’? means 1.5135 Sun Life Shares for each Exchangeable Share, as the same may be 
adjusted pursuant to section 6 hereof; 


‘*holder’’ means the registered holder from time to time of an Exchangeable Share; 


‘Sun Life’? means Sun Life Financial Services of Canada Inc., a corporation existing under the Act, and 
includes any successor corporation thereof; 


‘*Sun Life Convertible Security’? means any security convertible into, exchangeable or exercisable for, or 
otherwise carrying the right to acquire Sun Life Shares, including rights, options or warrants to acquire Sun 
Life Shares; 


‘‘Sun Life Shares’? means common shares in the capital of Sun Life, and includes any shares, securities or 
other property substituted therefor as contemplated by section 6 hereof; and 
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(0)  ‘‘Transaction Agreement’’ means the transaction agreement made between the Company and Sun Life and 
dated December 17, 2001, as the same may be amended from time to time. 


1.2 Non-Business Day 


If any day on which or by which any other action is required to be taken hereunder is not a business day, then such 
action shall be required to be taken on the next succeeding day that is a business day. 


1.3 Herein, Hereto, etc. 


The words ‘‘herein’’, ‘‘hereto’’, ‘‘hereof’’ and similar words refer, unless the context clearly indicates the 
contrary, to the whole of the Exchangeable Share Provisions and not to any particular Article, section, subsection, 
clause or paragraph thereof. 


1.4 Number and Gender 


Words importing the singular number only shall include the plural and vice versa, words importing the use of any 
gender shall include all genders and words importing persons shall include firms and corporations and vice versa. 


2. Dividends 
2.1 Ranking 


The Exchangeable Shares shall rank junior to the Class A Shares, the Class B Shares, the Class C Shares, the 
Class D Shares, the Class E Shares and any other shares of the Company which by their terms rank senior to the 
Exchangeable Shares and shall rank equally with the Class F Shares, the Class G Shares, the common shares and any 
other shares of the Company which by their terms rank equally with the Exchangeable Shares with respect to priority in 
the payment of dividends. 


2.2 Dividends 


Subject to the prior rights of the holders of the Class A Shares, the Class B Shares, the Class C Shares, the Class D 
Shares, the Class E Shares and any other shares of the Company which by their terms rank senior to the Exchangeable 
Shares with respect to priority in the payment of dividends, the holders of Exchangeable Shares shall be entitled to 
receive dividends as and when declared by the board of directors of the Company out of the moneys properly 
applicable to the payment of dividends. 


3. Rights on Dissolution, Etc. 
3.1 Ranking 


The Exchangeable Shares shall rank junior to the Class A Shares, the Class B Shares, the Class C Shares, the 
Class D Shares, the Class E Shares and any other shares of the Company which by their terms rank senior to the 
Exchangeable Shares and shall rank equally with the Class F Shares, the Class G Shares, the common shares and any 
other shares of the Company which by their terms rank equally with the Exchangeable Shares with respect to priority in 
the distribution of assets of the Company in the event of the liquidation, dissolution, winding-up or other distribution of 
assets of the Company for the purpose of winding up its affairs, whether voluntary or involuntary. 


3.2 Entitlement on Dissolution Etc. 


Subject to the prior rights of the holders of the Class A Shares, the Class B Shares, the Class C Shares, the Class D 
Shares, the Class E Shares and any other shares ranking senior to the Exchangeable Shares with respect to priority in 
the distribution of assets of the Company in the event of the liquidation, dissolution, winding-up or other distribution of 
assets of the Company for the purpose of winding up its affairs, whether voluntary or involuntary, the holders of 
Exchangeable Shares shall be entitled to share proportionately with holders of Class F Shares, Class G Shares and 
common shares and any other shares of the Company which by their terms rank equally with the Exchangeable Shares 
in the distribution of the remaining assets of the Company in such event. 
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4. Voting 


The holders of the Exchangeable Shares shall not be entitled as such (except as provided in the Act) to receive 
notice of or to attend or vote at any meeting of the shareholders or the shareholders and policyholders of the Company. 


5. Exchange; Dissent Shares 


5.1 Automatic Exchange 


Each Exchangeable Share shall be transferred automatically to Sun Life at the Automatic Exchange Time in 
exchange for: 


(a) where such Exchangeable Share is not a Dissent Share, that number of Sun Life Shares equal to the 
Exchange Ratio, as the same may have been adjusted pursuant to section 6 hereof; or 


(b) where such Exchangeable Share is a Dissent Share, that number of Sun Life Shares as is to be determined in 
accordance with the Dissent Rights Agreement, 


in each case without further action by the holders thereof, by the Company or by Sun Life. 


5.2 Settlement on Exchange 


(a) Subject to paragraph (c) below, at the Automatic Exchange Time and upon the occurrence of the Automatic 
Exchange, the Sun Life Shares deposited with the Depositary shall be held by the Depositary for the benefit of the 
former holders of Exchangeable Shares (other than Dissent Shares) entitled thereto. 


(b) At the Automatic Exchange Time, the Company, on behalf of all former holders of Exchangeable Shares, 
shall issue, or shall cause its transfer agent to issue, to Sun Life a certificate representing all the Exchangeable Shares 
transferred to Sun Life, and each such former holder is hereby deemed to have authorized the issuance of such 
certificate on its behalf in respect of its proportionate interest in such certificate. 


(c) Each former holder of an Exchangeable Share that is not a Dissent Share entitled to a fractional interest in a 
Sun Life Share upon the Automatic Exchange shall receive in lieu of such fractional interest a cash payment equal to 
such holder’s proportionate share of the proceeds (after deducting fees and expenses) received by the Depositary on the 
sale of whole Sun Life Shares representing the accumulation of all fractional interests in Sun Life Shares to which all 
such persons would otherwise be entitled. The Depositary will arrange to sell such Sun Life Shares on The Toronto 
Stock Exchange on behalf of such holders as soon as is reasonably practicable after the Automatic Exchange Time. The 
aggregate proceeds (after deducting fees and expenses) of such sale will be distributed by the Depositary, 
proportionately in relation to the respective fractions, among the persons otherwise entitled to receive fractional 
interests in Sun Life Shares. No person otherwise entitled to receive a fractional interest in Sun Life Shares shall be 
entitled in respect of such fractional interest to any voting rights, rights to dividends or other distributions or other 
rights as a holder of Sun Life Shares. 


(d) From and after the Automatic Exchange Time, a holder of Exchangeable Shares that are Dissent Shares 
shall cease to have any rights as a holder of Exchangeable Shares and shall have only those rights as are set forth in the 
Dissent Rights Agreement. 


6. Adjustment of Exchange Ratio 
6.1 Sun Life Share Reorganizations 


If and whenever at any time on or after December 17, 2001 and prior to the Automatic Exchange Time Sun Life 
shall: 


(a) issue Sun Life Shares or Sun Life Convertible Securities to all or substantially all the holders of the Sun Life 
Shares as a stock dividend or otherwise; 


(b) subdivide its outstanding Sun Life Shares into a greater number of shares; or 


(c) consolidate its outstanding Sun Life Shares into a smaller number of shares, 
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(any such events being called a ‘‘Sun Life Share Reorganization’’), the Exchange Ratio shall be adjusted effective 
immediately after the effective date or record date, as the case may be, on which the holders of Sun Life Shares are 
determined for the purpose of the Sun Life Share Reorganization by multiplying the Exchange Ratio in effect 
immediately prior to such effective date or record date by a fraction, the denominator of which shall be the number of 
Sun Life Shares outstanding on such effective date or record date before giving effect to such Sun Life Share 
Reorganization and the numerator of which shall be the number of Sun Life Shares outstanding immediately after 
giving effect to such Sun Life Share Reorganization (including, in the case where Sun Life Convertible Securities are 
distributed, the number of Sun Life Shares that would have been outstanding had such Sun Life Convertible Securities 
been exchanged or exercised for or converted into Sun Life Shares on such effective date or record date). 


6.2 Rights Offerings 


If and whenever at any time on or after December 17, 2001 and prior to the Automatic Exchange Time Sun Life 
shall fix a record date for the issue of rights, options or warrants to all or substantially all of the holders of the Sun Life 
Shares under which such holders are entitled, during a specified period (the ‘‘Rights Period’’), to subscribe for or 
purchase Sun Life Shares (‘‘Sun Life Rights’’) or Sun Life Convertible Securities (‘“Sun Life Convertible Rights’’) at a 
price per share to the holder (or at an exchange or conversion price per share during the Rights Period to the holder in 
the case of Sun Life Convertible Securities issuable pursuant to the exercise of the Sun Life Convertible Rights) of less 
than 95% of the Current Market Price on the record date for such issue (any of such events being called a ‘‘Rights 
Offering’’), the Exchange Ratio shall be adjusted effective immediately after the end of the Rights Period by 
multiplying the Exchange Ratio in effect immediately prior to the end of the Rights Period by a fraction: 


(a) the denominator of which shall be the aggregate of: 
(i) the number of Sun Life Shares outstanding as of the record date for the Rights Offering; and 


(ii) a number determined by dividing: (A) either: (I) in the case of Sun Life Rights, the product of the 
number of Sun Life Shares issued or subscribed for during the Rights Period upon the exercise of the 
Sun Life Rights and the price at which such Sun Life Shares were so issued or subscribed for; or (ID) in 
the case of Sun Life Convertible Rights, the product of the exchange, exercise or conversion price of 
the Sun Life Convertible Securities during the Rights Period and the number of Sun Life Shares which 
would be issued if the Sun Life Convertible Securities issued or subscribed for under the Rights 
Offering were converted into or exchanged or exercised for Sun Life Shares during the Rights Period; 
by (B) the Current Market Price as of the record date for the Rights Offering; and 


(b) | the numerator of which shall be the aggregate of: 
(i) the number of Sun Life Shares outstanding as of the record date for the Rights Offering; and 


(ii) either: (A) in the case of Sun Life Rights, the number of Sun Life Shares issued or subscribed for 
during the Rights Period upon the exercise of the Sun Life Rights; or (B) in the case of Sun Life 
Convertible Rights, the number of Sun Life Shares which would be issued if the Sun Life Convertible 
Securities issued or subscribed for under the Rights Offering were converted into or exchanged for 
Sun Life Shares during the Rights Period, 


provided that no adjustment shall be made if the result thereof would be to decrease the Exchange Ratio in effect 
immediately prior to such record date. For the purposes of this section 6.2, the price at which Sun Life Shares are 
issued or subscribed for pursuant to a Sun Life Right shall include any consideration paid or payable to Sun Life to 
acquire the Sun Life Right and upon the exercise of the Sun Life Right and the exchange, exercise or conversion price 
of a Sun Life Convertible Security shall include any consideration paid or payable to Sun Life to acquire the Sun Life 
Convertible Right and upon the exercise of the Sun Life Convertible Right and the Sun Life Convertible Security. 


6.3 Special Distributions 


If and whenever at any time on or after December 17, 2001 and prior to the Automatic Exchange Time Sun Life 
shall fix a record date for the issue or the distribution to all or substantially all the holders of the Sun Life Shares of: 
(a) securities of Sun Life; (b) evidences of Sun Life’s indebtedness; or (c) any cash, property or other assets, and if and 
to the extent that, in any such case, such issuance or distribution does not constitute (i) a Sun Life Share 
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Reorganization, (ii) a Rights Offering, (iii) an issuance or distribution which Sun Life is permitted to make without the 
consent of the Company pursuant to the terms of the Transaction Agreement, or (iv) an issuance or distribution which 
Sun Life is permitted to make only with the prior written consent of the Company pursuant to the Transaction 
Agreement, to which the Company has so consented, and in respect of which the board of directors of the Company has 
determined that no adjustment under this Section 6.3 is required (any of such non-excluded events being herein called a 
‘Special Distribution’’), the Exchange Ratio shall be adjusted effective immediately after such record date by 
multiplying the Exchange Ratio in effect on such record date by a fraction: 


(a) the denominator of which shall be: 


(i) the product of the number of Sun Life Shares outstanding on such record date and the Current Market 
Price on such record date; less 


(ii) the fair market value, as determined by agreement of the Company and Sun Life, to the holders of Sun 
Life Shares of such securities, evidences of indebtedness or property or other assets so issued or 
distributed in the Special Distribution and which shall be net of any consideration paid therefor by the 
holders of Sun Life Shares; and 


(b) the numerator of which shall be the number of Sun Life Shares outstanding on such record date multiplied 
by the Current Market Price on such record date; 


provided that no such adjustment shall be made if the result thereof would be to decrease the Exchange Ratio in effect 
immediately prior to such record date. 


6.4 Capital Reorganizations 


If and whenever at any time on or after December 17, 2001 and prior to the Automatic Exchange Time there shall 
be a reclassification of Sun Life Shares at any time outstanding or a change of the Sun Life Shares into other shares or 
into other securities (other than a Sun Life Share Reorganization), or a consolidation, amalgamation or merger of Sun 
Life with or into any other corporation or other entity (other than a consolidation, amalgamation or merger which does 
not result in any reclassification of the outstanding Sun Life Shares or a change of the Sun Life Shares into other 
shares), or a transfer of all or substantially all of the undertaking, property or assets of Sun Life to another corporation 
or entity (other than a transfer to one or more wholly-owned direct or indirect subsidiaries of Sun Life) (any of such 
events being herein called a ‘‘Capital Reorganization’’), each holder of Exchangeable Shares shall be entitled to 
receive, and shall accept, in lieu of the number of Sun Life Shares to which such holder was theretofore entitled upon 
such Automatic Exchange, the aggregate number of shares, other securities or other property which such holder would 
have been entitled to receive as a result of such Capital Reorganization if, on the effective date thereof, the holder of 
Exchangeable Shares had been the registered holder of the number of Sun Life Shares to which such holder was 
theretofore entitled upon such Automatic Exchange. 


6.5 Rules and Procedures for Adjustment to Exchange Ratio 


The following rules and procedures shall be applicable to the changes or adjustments of the Exchange Ratio made 
pursuant hereto: 


(a) the adjustments in the Exchange Ratio provided for herein are cumulative, and shall be computed to the 
nearest 1/100th; no adjustment in the Exchange Ratio shall be required unless a change of at least 1% of the 
then prevailing Exchange Ratio would result; provided, however, that any adjustment which, except for the 
provisions of this section 6.5(a), would otherwise have been required to be made, shall be carried forward 
and taken into account in any subsequent adjustment; 


(b) in the absence of a resolution of the directors of Sun Life fixing a record date for a Special Distribution or a 
Rights Offering, Sun Life shall be deemed to have fixed as the record date therefor the date on which the 
Special Distribution or Rights Offering is effected; and 


(c) if Sun Life shall set a record date to determine the holders of the Sun Life Shares for the purpose of entitling 
them to receive any dividend or distribution or any subscription cr purchase rights or shall enter into an 
agreement, arrangement or understanding or make a proposal to issue Sun Life Shares or Sun Life 
Convertible Securities and shall, thereafter and before the distribution to such shareholders of any such 
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dividend, distribution or subscription or purchase rights or the issuance of such Sun Life Shares or Sun Life 
Convertible Securities, as the case may be, legally abandon its plan to pay or deliver such dividend, 
distribution or subscription or purchase rights or to issue such securities, then no adjustment in the 
Exchange Ratio shall be required by reason of the setting of such record date or the entering into of such 
agreement, arrangement or understanding or the making of such proposal. 


7. Conversion 


7.1 Conversion Right 


The Exchangeable Shares shall be convertible into common shares at the option of the holder at any time and from 
time to time after the occurrence of the Automatic Exchange on the basis of one common share for each Exchangeable 
Share converted. 


7.2 Conversion Procedure 


The conversion right provided for in Section 7.1 may be exercised by notice in writing given to the Company at its 
registered office or to CIBC Mellon at its principal office in Toronto accompanied by the certificate or certificates 
representing the Exchangeable Shares in respect of which such conversion right is being exercised. Such notice shall be 
signed by such holder or his duly authorized attorney or agent and shall specify the number of Exchangeable Shares 
which the holder desires to have converted. If less than all the Exchangeable Shares represented by. a certificate or 
certificates accompanying any such notice are to be converted, the holder shall be entitled to receive a new certificate 
representing the Exchangeable Shares represented by the surrendered certificate or certificates which are not to be 
converted. 
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SCHEDULE B 


GOLDMAN SACHS FAIRNESS OPINION 


Goldman, Sachs & Co. | 85 Broad Street | New York, New York 10004 
Tel: 212-902-1000 


qoman 
achs 


PERSONAL AND CONFIDENTIAL 
December 17, 2001 


Board of Directors 

Clarica Life Insurance Company 
227 King Street South 
Waterloo, Ontario 

Canada N2J 4C5 


To the Members of the Board of Directors: 


You have requested our opinion as to the fairness from a financial point of view to the holders (other than Sun Life 
Financial Services of Canada Inc. (“‘Sun Life’’) and its affiliates) of the outstanding common shares (the ‘‘Shares’’) of 
Clarica Life Insurance Company (the “‘Company’’) of the Exchange Ratio (as defined below) pursuant to the 
Transaction Agreement, dated as of December 17, 2001 (the “‘Transaction Agreement’’), between Sun Life and the 
Company. The Transaction Agreement provides for a Transaction (as defined in the Transaction Agreement) pursuant 
to which, at the Closing Time (as defined in the Transaction Agreement), (i) each outstanding Share will be changed 
into one share of a new series of non-voting shares of the Company (an ‘‘Exchangeable Share’’) and (ii) each 
Exchangeable Share will thereafter be exchanged for 1.5135 common shares of Sun Life (the ‘““Sun Life Common 
Shares’’) (the ‘‘Exchange Ratio’’). 


This opinion is provided pursuant to our engagement by the Board of Directors of the Company (the ‘‘Board’’) to 
provide financial advice to the Board, including our opinion as to the fairness from a financial point of view to the 
holders of the outstanding Shares of the Exchange Ratio pursuant to the Transaction Agreement. We have not been 
engaged to prepare and have not prepared a valuation or appraisal of the Company or any of its assets or liabilities and 
our opinion should not be construed as such. 


Credentials of Goldman, Sachs & Co. 


Goldman, Sachs & Co. (‘‘Goldman Sachs’’) is an international investment banking firm, with operations in corporate 
and government finance, mergers and acquisitions, equity and fixed income sales and trading, investment research and 
investment management. Goldman Sachs, as part of its investment banking business, is continually engaged in 
performing financial analyses with respect to businesses and their securities in connection with mergers and 
acquisitions, negotiated underwritings, competitive biddings, secondary distributions of listed and unlisted securities 
and private placements as well as for estate, corporate and other purposes. We are familiar with the Company having 
provided certain investment banking services to the Company from time to time, including having acted as financial 
advisor to the Company in connection with its demutualization in July 1999 and as global bookrunner in connection 
with its initial public offering of Shares in conjunction therewith, having acted as financial advisor to the Company in 
connection with its acquisition of Metropolitan Life Insurance Company of Canada in March 1998, having acted as 
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lead underwriter of a public offering of $250 million aggregate principal amount of the Company’s 5.8% Debentures 
due 2013 in June 1998, having acted as lead underwriter of a public debt offering of $150 million aggregate principal 
amount of the Company’s 6.3% Debentures due 2018 in June 1998, having acted as dealer-manager to the Company in 
connection with its tender offer for $188 million aggregate principal amount of 7.25% Subordinated Guaranteed Bonds 
due 2004 in June 2000, and having acted as its financial advisor in connection with, and having participated in certain 
of the negotiations leading to, the Transaction Agreement. We also have provided certain investment banking services 
to Sun Life from time to time, including having acted as co-manager in connection with its initial public offering of 
Sun Life Common Shares in March 2000. In addition, Goldman Sachs may provide investment banking services to Sun 
Life and its subsidiaries in the future. Goldman Sachs provides a full range of financial advisory and securities services 
and, in the course of its normal trading activities, may from time to time effect transactions and hold positions in 
securities, including derivative securities, of the Company or Sun Life for its own account and for the accounts of 
customers. 


Scope of Review 


In connection with this opinion, we have reviewed and relied upon, among other things, the Transaction Agreement; 
Annual Reports to Shareholders and Annual Information Forms of the Company and Sun Life for the two years ended 
December 31, 2000 and the year ended December 31, 2000, respectively; certain unaudited interim financial statements 
of the Company and Sun Life; the Prospectus of the Company with respect to the initial public offering of Shares dated 
July 14, 1999; the Prospectus of Sun Life with respect to the initial public offering of Sun Life Common Shares dated 
March 23, 2000; certain other communications from the Company and Sun Life to their respective shareholders; the 
Reports of the Appointed Actuaries of each of the Company and Sun Life for each of the three years ended 
December 31, 2000 (the ‘‘Actuarial Reports’’); and certain internal financial information, analyses and forecasts for the 
Company and Sun Life prepared by their respective managements, including certain cost savings and operating 
synergies projected to result from the transaction contemplated by the Transaction Agreement that have been prepared 
by Sun Life and reviewed by the Company (the “‘Synergies’’). We also have held discussions with members of the 
senior management of the Company and Sun Life regarding their assessment of the strategic rationale for, and the 
potential benefits of, the transaction contemplated by the Transaction Agreement and the past and current business 
operations, financial condition and future prospects of their respective companies. In addition, we have reviewed the 
reported price and trading activity for the Shares and Sun Life Common Shares, compared certain financial and stock 
market information for the Company and Sun Life with similar information for certain other companies the securities 
of which are publicly traded, reviewed the financial terms of certain recent business combinations in the life insurance 
industry specifically and in other industries generally and performed such other studies and analyses as we considered 
appropriate. 


Assumptions and Limitations 


We have relied upon the accuracy and completeness of all of the financial, accounting and other information discussed 
with or reviewed by us and have assumed such accuracy and completeness for purposes of rendering this opinion. In 
that regard, we have assumed with your consent that the internal financial forecasts prepared by the managements of 
the Company and Sun Life (including the Synergies) have been reasonably prepared reflecting the best currently 
available judgments of the Company and Sun Life and that the Synergies will be realized in the amounts and time 
periods contemplated thereby. Senior management of the Company has represented to us, in a letter of representation 
delivered as at the date hereof, among other things, that the information, data, advice and other material (the 
““Information’’) provided to us by or on behalf of the Company is complete, true and correct at the date the Information 
was provided to us and that, since the date of the Information, there has been no material change, financial or otherwise, 
in the financial condition of the Company or in its assets, liabilities (contingent or otherwise), business operations or 
prospects and no material change has occurred in the Information or any part thereof that has had or could reasonably 
be expected to have a material effect on the opinion expressed herein. We are not actuaries and our services did not 
include actuarial determinations or evaluations by us or any attempt to evaluate actuarial assumptions. We have relied, 
with your consent, upon the Company’s internal actuaries with respect to the reserve adequacy of Sun Life and the 
Company and, in that regard, we have made no analysis of, and express no opinion as to, the adequacy of such 
insurance reserves. In addition, we have not made an independent evaluation or appraisal of the assets and liabilities 
(including the reserves) of the Company or Sun Life and we have not been furnished with any such evaluation or 
appraisal, other than the Actuarial Reports on which we have relied for actuarial information. We also have assumed 
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that all material governmental, regulatory or other consents and approvals necessary for the consummation of the 
transaction contemplated by the Transaction Agreement will be obtained without any adverse effect on the Company or 
Sun Life or on the expected benefits of the transaction contemplated by the Transaction Agreement. Our advisory 
services and the opinion expressed herein are provided solely for the information and assistance of the Board of the 
Company in connection with its consideration of the Transaction and such opinion does not constitute a 
recommendation as to how any holder of Shares or Company voting policyholder should vote with respect to the 
Transaction. 


This opinion is rendered only as at the date hereof and on the basis of securities markets and economic and general 
business and financial conditions prevailing as at the date hereof and the condition and prospects, financial and 
otherwise, of the Company as they were reflected in the information and documents reviewed by us and as they were 
represented to us in our discussions with management of the Company. Our analyses and the preparation of this 
opinion include assumptions with respect to industry performance, general business, market and economic conditions 
and other matters, many of which are beyond the control of any party involved in the Transaction. 


Conclusion 


Based upon and subject to the foregoing and based upon such other matters as we consider relevant, it is our opinion 
that as of the date hereof the Exchange Ratio pursuant to the Transaction Agreement is fair from a financial point of 
view to the holders of Shares (other than Sun Life and its affiliates). 


Very truly yours, 


vadinge 


(GOLDMAN, SACHS & CO.) 
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SCHEDULE C 


TD SECURITIES FAIRNESS OPINION 


2) Securities 


TD Securities Inc. 

TD Tower 

66 Wellington Street West, 8" Floor 
Toronto, Ontario MS5SK 1A2 


December 17, 2001 


The Board of Directors 

Clarica Life Insurance Company 
King Street South 

Waterloo, Ontario 

N2J 4CS5 


To the Board of Directors: 


TD Securities Inc. (““TD Securities’) understands that Clarica Life Insurance Company (“‘Clarica’’) and Sun Life 
Financial Services of Canada Inc. (“‘Sun Life’’) have entered into a Transaction Agreement dated December 17, 2001 
(the ‘Transaction Agreement’’) which provides for a Transaction (as defined in the Transaction Agreement) pursuant 
to which, at the Closing Time (as defined in the Transaction Agreement), (i) each outstanding common share of Clarica 
(a ‘‘Share’’) will be changed into one exchangeable non-voting share of Clarica (an “‘Exchangeable Share’’) and 
(ii) each Exchangeable Share will thereafter be exchanged for 1.5135 common shares of Sun Life (the 
““Consideration’’). 


Engagement 


Clarica retained TD Securities pursuant to an agreement dated February 1, 2001 (the ‘““‘Engagement Agreement’’). 
TD Securities provided financial advisory services to Clarica and its Board of Directors (the ‘“Board’’) in connection 
with the Transaction including the preparation of and delivery to the Board of TD Securities’ opinion (the ‘‘Fairness 
Opinion’’) as to the fairness of the Consideration, from a financial point of view, to the holders of the Shares, other than 
Sun Life and its affiliates (the ‘‘Shareholders’’). The Fairness Opinion is being provided to Clarica under the terms of 
the Engagement Agreement. TD Securities was not engaged to provide (and has not provided) a valuation of Clarica or 
Sun Life or any of their respective assets or liabilities and the Fairness Opinion should not be construed as such. 


The Engagement Agreement provides for TD Securities to receive from Clarica, for the various financial advisory 
services to be provided, monthly work fees and a success fee upon closing of a transaction, as well as reimbursement of 
all reasonable out-of-pocket expenses. Clarica has agreed to indemnify TD Securities from and against certain costs 
and liabilities arising directly or indirectly out of the performance of professional services rendered to Clarica by 
TD Securities and its personnel under the Engagement Agreement or otherwise. 


Credentials of TD Securities 


TD Securities is a Canadian investment banking firm with operations in a broad range of investment banking activities, 
including corporate and government finance, mergers and acquisitions, equity and fixed income sales and trading, 
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investment management and investment research. TD Securities has participated in a significant number of transactions 
involving public and private companies and has extensive experience in preparing fairness opinions. 


The Fairness Opinion is the opinion of TD Securities and its form and content have been approved by a committee of 
senior investment banking professionals of TD Securities, each of whom is experienced in merger, acquisition, 
divestiture, valuation and fairness opinion matters. 


TD Securities acts as a trader and dealer, both as principal and agent, in major financial markets and, as such, may have 
and may in the future have positions in the securities of Clarica, Sun Life or any of their respective associates or 
affiliates and, from time to time, may have executed or may execute transactions on behalf of such companies or other 
clients for which it may have received or may receive compensation. As an investment dealer, TD Securities conducts 
research on securities and may, in the ordinary course of its business, provide research reports and investment advice to 
its clients on investment matters, including matters with respect to Clarica, Sun Life or the Transaction. 


Scope of Review 


In connection with the Fairness Opinion, TD Securities reviewed and relied upon (without attempting to verify 
independently the completeness or accuracy of) or carried out, among other things, the following: 


il. the Transaction Agreement; 

2 audited financial statements of Clarica for each of the years ended December 31, 1999 and 2000; 
8h audited financial statements of Sun Life for the year ended December 31, 2000; 
4 


unaudited interim financial statements of Clarica and Sun Life for the three month periods ended March 31, 
2001, June 30, 2001 and September 30, 2001; 


5: annual reports and annual information forms of Clarica for each of the years ended December 31, 1999 and 
2000; 

6. annual report and annual information form of Sun Life for the year ended December 31, 2000; 

7. notices of annual meetings of shareholders and management information circulars of Clarica for each of the 


years ended December 31, 1999 and 2000; 


8. notice of annual meetings of shareholders and management information circular of Sun Life for the year 
ended December 31, 2000; 


9. unaudited projected operating and financial statements for Clarica prepared by management of Clarica for 
the years ending December 31, 2001, through December 31, 2004 and other non-public information 
concerning Clarica; 


10. Initial Public Offering prospectus of Clarica dated July 14, 1999, and Initial Public Offering and Secondary 
Offering prospectus of Sun Life dated March 23, 2000; 


11. discussions with senior management of Clarica with respect to the information referred to above, 
management’s review of the financial condition, assets, liabilities, reserves, business operations and 
prospects of Sun Life and other issues deemed relevant including the insurance industry, Clarica’s 
competitive position and long-term prospects in each relevant jurisdiction, the Transaction, and Clarica’s 
prospects if the Transaction is not successful; 


12. discussions with senior management of Sun Life and its major operating subsidiaries and a review of certain 
non-public information concerning Sun Life and its major operating subsidiaries, their respective operations, 
financial position and prospects and certain cost savings and operating synergies projected by Sun Life to 
result from the Transaction; 


13. representations contained in a certificate dated as of December 17, 2001 from senior officers of Clarica; 
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14. discussions with Clarica’s legal counsel; 
15. discussions with members of the Board; 


16. various research publications prepared by equity research analysts regarding the insurance industry, Clarica, 
Sun Life, and other selected public companies considered relevant; 


17. public information relating to the business, operations, financial performance and stock trading history of 
Clarica, Sun Life, and other selected public companies considered relevant; 


18. public information with respect to certain other transactions of a comparable nature considered relevant; and 


19. such other corporate, industry, and financial market information, investigations and analyses as 
TD Securities considered necessary or appropriate in the circumstances. 


TD Securities has not, to the best of its knowledge, been denied access by Clarica to any information requested by TD 
Securities. 


General Assumptions and Limitations 


With Clarica’s acknowledgement and agreement as provided for in the Engagement Agreement, TD Securities has 
relied upon the accuracy, completeness and fair presentation of all data and other information obtained by it from 
public sources or provided to it by Clarica and its personnel, advisors, or otherwise, including the certificate identified 
below (collectively, the ‘‘Information’’). The Fairness Opinion is conditional upon such accuracy, completeness and 
fair presentation. Subject to the exercise of professional judgment, and except as expressly described herein, 
TD Securities has not attempted to verify independently the accuracy, completeness or fair presentation of any of the 
Information. TD Securities has also relied upon Clarica’s internal actuaries with respect to the reserve adequacy of Sun 
Life and Clarica. TD Securities is not an actuary and it has not attempted to evaluate actuarial assumptions and has 
made no analysis of, and expresses no opinion as to, the adequacy of such insurance reserves. 


With respect to the budgets, forecasts, projections or estimates provided to TD Securities and used in its analyses, TD 
Securities notes that projecting future results is inherently subject to uncertainty. TD Securities has assumed, however, 
that such budgets, forecasts, projections and estimates were prepared using the assumptions identified therein which, in 
the opinion of Clarica or Sun Life as the case may be, are (or were at the time of preparation and continue to be) 
reasonable in the circumstances. 


Senior officers of Clarica have represented to TD Securities in a certificate dated December 17, 2001, among other 
things, that (i) Clarica has no information or knowledge of any facts not provided to TD Securities which would 
reasonably be expected to affect the Fairness Opinion; (11) the information and data provided to TD Securities by or on 
behalf of Clarica in respect of Clarica or its subsidiaries or the Transaction for the purposes of preparing the Fairness 
Opinion was, at the date provided to TD Securities, and is complete, true and correct in all material respects and did not 
and does not omit to state a material fact in respect of the Company, its subsidiaries or the Transaction necessary to 
make such information and data not misleading in light of the circumstances under which it was provided; (iii) since 
the dates on which any of the information and data identified in subparagraph (ii) above was provided to TD Securities 
there has been no material change, financial or otherwise, in the financial condition, assets, liabilities, business, 
operations or prospects of Clarica or any of its subsidiaries and no material change has occurred in such information 
and data which would have or which would reasonably be expected to have a material effect on the Fairness Opinion; 
(iv) any portions of the information and data provided to TD Securities which constitute projections or forecasts reflect 
the assumptions disclosed therein and management of Clarica believes such assumptions to be reasonable; (v) there are 
no independent appraisals or valuations or material non-independent appraisals or valuations relating to Clarica or any 
of its subsidiaries or any of their respective securities or material assets or liabilities prepared within the preceding two 
years which have not been provided to TD Securities; (vi) there have been no offers for material properties or assets, or 
the securities, of Clarica or any of its subsidiaries and no negotiations have occurred relating to any such offer within 
the preceding two years which have not been disclosed to TD Securities and (vii) in the course of Clarica’s review of 


& Member of TD Bank Financial Group 


C-3 


the financial condition, assets, liabilities, reserves, business operations and prospects of Sun Life, nothing came to the 
attention of Clarica which would reasonably be expected to affect the Fairness Opinion or the decision of Clarica to 
proceed with the Transaction. 


In preparing the Fairness Opinion, TD Securities has made several assumptions, including that all conditions precedent 
to the completion of the Transaction can be satisfied in due course; all consents, permissions, exemptions or orders of 
relevant regulatory authorities will be obtained, without adverse condition or qualification; the procedures being 
followed to implement the Transaction are valid and effective; the information circular to be prepared by Clarica will 
be distributed to the shareholders of Clarica in accordance with the applicable laws; and the disclosure in such circular 
will be accurate in all material respects and will comply, in all material respects, with the requirements of all applicable 
laws. In its analysis in connection with the preparation of the Fairness Opinion, TD Securities made numerous 
assumptions with respect to industry performance, general business and economic conditions, and other matters, many 
of which are beyond the control of TD Securities, Clarica or Sun Life. 


The Fairness Opinion has been provided solely for the use of the Board and is not intended to be, and does not 
constitute, a recommendation as to how any Shareholder should vote with respect to the Transaction. The Fairness 
Opinion may not be used by any other person or relied upon by any other person other than the Board without the 
express prior written consent of TD Securities. The Fairness Opinion is rendered as of December 17, 2001 on the basis 
of securities markets, economic and general business and financial conditions prevailing on that date and the condition 
and prospects, financial and otherwise, of Clarica and Sun Life as they were reflected in the Information provided to 
TD Securities. Any changes therein may affect the Fairness Opinion and, although TD Securities reserves the right to 
change or withdraw the Fairness Opinion in such event, it disclaims any undertaking or obligation to advise any person 
of any such change that may come to its attention, or update the Fairness Opinion after such date. 


The preparation of a fairness opinion is a complex process and is not necessarily amenable to partial analysis or 
summary description. TD Securities believes that its analyses must be considered as a whole and that selecting portions 
of the analyses or the factors considered by it, without considering all factors and analyses together, could create an 
incomplete view of the process underlying the Fairness Opinion. TD Securities is not opining as to the market value or 
the prices at which any of the securities of Clarica or Sun Life may trade at any time. 


Conclusion 


Based upon and subject to the foregoing, TD Securities is of the opinion that, as of the date hereof, the Consideration is 
fair, from a financial point of view, to the Shareholders. 


Yours very truly, 


=] falgssswestorv - 


TD SECURITIES INC. 
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SCHEDULE D 


UNAUDITED PRO FORMA 
CONSOLIDATED FINANCIAL STATEMENTS OF SUN LIFE 


COMPILATION REPORT 


To the Board of Directors of Sun Life Financial Services of Canada Inc. and 
the Board of Directors of Clarica Life Insurance Company 


We have reviewed, as to compilation only, the accompanying unaudited pro forma consolidated balance sheet of 
Sun Life Financial Services of Canada Inc. as at September 30, 2001, and the unaudited pro forma consolidated 
statements of operations for the nine months ended September 30, 2001 and for the year ended December 31, 2000, 
which have been prepared for inclusion in the Proxy Circular of Clarica Life Insurance Company dated January 11, 
2002. In our opinion, the unaudited pro forma consolidated balance sheet and unaudited pro forma consolidated 
statements of operations have been properly compiled to give effect to the transactions and assumptions described in 
the notes thereto. 


Toronto, Canada (signed) DELoITTE & ToucHE LLP 
January 11, 2002 Chartered Accountants 


COMMENTS FOR UNITED STATES READERS ON CANADIAN AND UNITED STATES 
REPORTING DIFFERENCES 


The above report, provided solely pursuant to Canadian requirements, is expressed in accordance with standards 
of reporting generally accepted in Canada. Such standards contemplate the expression of an opinion with respect to the 
compilation of pro forma financial statements. United States standards do not provide for the expression of an opinion 
on the compilation of pro forma financial statements. To report in conformity with United States standards on the 
reasonableness of the pro forma adjustments and their application in the pro forma financial statements requires an 
examination or review substantially greater in scope than the review we have conducted. Consequently, we are unable 
to express any opinion in accordance with standards of reporting generally accepted in the United States with respect to 
the compilation of the accompanying unaudited pro forma financial information. 


Toronto, Canada (signed) DELOITTE & TOUCHE LLP 
January 11, 2002 Chartered Accountants 


Assets 


Mortgages 
Stocks 


Real estate 


Cash, cash equivalents and short-term securities .. 


Policy loans and other invested assets........ 


Invested! ASSEtS!scnaacacmseres oink seers 
Goodwill and intangible assets.............. 


Liabilities and Equity 
Actuarial liabilities and other policy liabilities . 
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Other liabilities 


Total general fund liabilities 
Subordinatedidebtryi wae eee deaereneee 
Cumulative capital securities of a subsidiary . . 
Non-controlling interests in subsidiaries 
Equity 
Participating policyholders’ account ....... 
Preferted) shares tonsin ata reteset 


Total general fund liabilities and equity 


Segregated funds contract liabilities........ 


Sun Life Financial Services of Canada Inc. 


Pro Forma Consolidated Balance Sheet 
As at September 30, 2001 
(Unaudited) 

(in millions of Canadian dollars) 


Sun Life after giving effect to the acquisition of Keyport and 


Clarica 


14,591 
7,457 
2,218 


861 
2,838 
942 


28,907 
363 


1,142 


30,412 


8,920 


2(b)(i) 
2(b)(i) 
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2(b)(i) 

2(b) (iii) 
2(b) (iii) 
2(b)(Gv) 


2(b)(vi) 
2(c) 


2(b)(v) 
2(d) 
2(d) 


2(a) 
2(e) 


IFMG (Note 3) 

Note Adjusted 
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... 28,604 18,709 — _ 47,313 
3g yp nlllb OSs) 12 — — 11,047 
ae 4,583 123 — — 4,706 
seg! 2337) — — — 2,337 
4,486 3,115 35 (1,329)  3(a)(@) 6,307 
sea 2,588 WOR = (20) 3(b)@) 4,560 
Se estes!) » BC SyI 35 (1,349) 76,270 
sae 265 23 16 1,998 3(b) 2,308 

6 3(b)(G) 
ah 4,926 126 Sa (88) 3(b)G) 5,969 
«=. 985824 25,100 56 567 84,547 
sey 42 016.. 63.6200 — 45,636 
eo | SIRS De 22 olla — (6) 3(b)Gi) 59,443 
noe 4,282 4,282 
REE 3,859 90 — (90)  3(b)Gi) 3,859 
Bre 4,378 2,041 Sy 76 3(c) 6,532 
... 49,651 24,448 37 (20) 74,116 
xe 773 773 
3% 948 —- — — 948 
Aes 86 —- — 950, 3(a)(ii) 1,036 
Roe 78 — _ — 78 
he 7,288 652 19 330 3(a)(ili) 7,596 

(671) 3(d)@) 

a (22) 3(d)(ii) 
ema 8.8246 255100) 56 567 84,547 
son SZAUNGy — SMoyl = — 45,636 
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19,015 
6,128 


3,363 
9,086 
5,502 


105,865 
6,727 


102,101 
1,506 
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Sun Life Financial Services of Canada Inc. 


Pro Forma Consolidated Statement of Operations 
For the nine months ended September 30, 2001 
(Unaudited) 
(in millions of Canadian dollars except per share data) 


Revenue 
Premium income: 
PNEVEUITELC GUISE ire re see a eat nkt cai yiac Gah ae Bekele 3 Sue 


INGtIMVeESIMeNtaNGOMen . .. . « octet, « settinhels © non ve ein 
PGES. 64 aes ee ae en ee Teas os Ae 8 


Policy Benefits and Expenses 

Payments to policyholders, beneficiaries and depositors: 
NIAC LC SRANOUSUTTEN CCS’. «ame cicmiice s+ stems ene 
ENDINI SymDAVINECMISA ee a cys.< mibayei<pets ratuay yes @eieio wy ea0 of 
Death and disability benefits 
Health benefits 
Policyholder dividends and interest on claims and 

GEDOSILS HEE Retr are rote! AEM scents ene ee 


Net transfers to segregated funds 
Increase (decrease) in actuarial liabilities ............... 
SE OMMMISSIONS 2.7 Sracesetra eet. ees eyan tartans ord says She 
OMe TAU Che XDCOSEStaee at cia). aic amie See Mens «cone 1s Meters 
Premium taxes 

Interest expense 


Operating Income (Loss) before Income Taxes, Non- 
Controlling Interests and Goodwill Charges 
ENC ON CRLAK CS Protea ees ave icnchueRecews 0s sacar Be Nove! 0) oy aheae Iota 


Net Income (Loss) before Non-Controlling Interests and 
Goodwill! Charpesttsn iis. be... Ne co Gee 

Less: 

Non-controlling interests in net income of subsidiaries ... . 

NMOL ZAtLOn Oe OOCWILL GD. on bacut sara’ ayer wanins)= Giosr core 

Total Net Income (Loss) 

Less: 

Participating policyholders’ net income (loss) 

Divideadsvont preteriedasharesie aaesiy. » ofrmtornersne use =o. otsnes 


Common Shareholders’ Net Income (Loss) 


Basic Earnings per Common Share.................. 
Weighted average number of common shares outstanding 
(in millions) 


Sun Life after giving effect to the acquisition of Keyport and 


IFMG (Note 3) 


Note Adjusted Note Pro Forma 

Sun Life Keyport IFMG Adjustments Ref. Sun Life Clarica Adjustments Ref. Consolidated 
2,861 2,410 — —_ SePT/ih 528 — 5,799 
213M 2S UNE 682 — 4,363 
1,043 — — — 1,043 533 — 1,576 
6,635 2,410 — — 9,045 2,693 i 11,738 
2,764 716 —_ (60) 3(e) 3,420 1,479 (29) 2(f) 4,870 
2,412 TOR 133; (55) 3(f) 2,560 198 — 2,758 
Usui Son SA) (115) 15,025 4,370 (29) 19,366 
ISOS 2.102 — 4,267 664 — 4,931 
701 701 44] a 1,142 
875 6 — — 881 736 — 1,617 
804 aa _ — 804 453 — E257 
761 761 351 —_ e2 
4,646 2,768 — — 7,414 2,645 — 10,059 
2,040 189 — — D229 U5) —_ 2,244 
{MIB Ys) 89 — — 1,244 475 — 1,719 
1,062 193 104 (55) 3(f) =: 1,304 254 — 1,558 
1,800 113 36 —_ 1,949 464 20 2(g) 2,433 
80 80 34 — 114 
(Duh ae = Vipenrer “4 170 
LOO10> 35352) 140 (55) 14,347 3,930 20 18,297 
901 (156) (7) (60) 678 440 (49) 1,069 
214 GaSe) (25) 3(g) 133 120 (20) 2(h) 233 
687 (101) (6) (35) 545 320 (29) 836 
47 = — 28 3(h) 75 — 7 2(d) 82 
14 ‘= ik ome 4b = 31 
626 (101) (6) (63) 456 303 (36) 723 

(3) (3) (4) —y (7) 

= 7 @) 2d) == 
629 G01) _ ©) (63) 459 300 (29) 730 
1.49 1.06 1.18 
420.9 11.0 4(a) 431.9 185.6 4(b) 617.5 


Sun Life Financial Services of Canada Inc. 


Pro Forma Consolidated Statement of Operations 
For the year ended December 31, 2000 
(Unaudited) 

(in millions of Canadian dollars except per share data) 


Sun Life after giving effect to the acquisition of Keyport and 
IFMG (Note 3) 


Note Adjusted 
Sun Life Keyport IFMG Adjustments Ref. Sun Life Clarica Adjustments Ref. 
Revenue 
Premium income: 

WENDEL Ln CIDE Onda es Pain Rapes Wepre d ree En ea orga cots b 4,371 3,423 — — 7,794 567 — 

Suite INSUPANGCE® © ¢., ss.ece. 8. eet BER ec sheveraieeeio ane 3,455 3,455 2,098 — 

Healthvinsurances. tne ence hier cere ete 1,287 — — = 1,287 _ 669 = 

91132. 33428 — 12,536 3,334 — 
Netinvestinent mcomevs> = sane: ete ae ae eee 3,786 970 (80) 3(€) 426768 222035 (73) 
Feesincornie:A 3. J ea eo eed OTN Bas shel oc cine 33h ely By (48) 3(f) aes 55 00) 242 a= 
16,216 4,492 132 (128) 20,712 5,611 __ (73) 
Policy Benefits and Expenses 
Payments to policyholders, beneficiaries and depositors: 

Matunittessand surtengers ese ten eae eatin ie iene 2,267 2,490 — 4,757 1,381 — 

ANNUITY, payments: .4)5.c 1. savages © odieves ents oe sce 1,076 228 — — 1,304 652 — 

Deathranddisabilityabenefitsi sy..4-).- ten 1,048 271 — — 1,319 960 a 

Health DENSUtS. 52 sien ean tees ee eal cca ee 1,041 — — — 1,041 562 — 

Policyholder dividends and interest on claims and 

CEPOSIUS™, noise cans ie ead oe erg Me esd cose _ 1,040 ED) aul == 
6,472 2,989 — — 9,461 4,068 — 
Net transfers to sesresated iundStre ye enter eee 2,562 267 — _ 2,829 229 _ 
Increase (decrease) in actuarial liabilities .............. 1,867 1,085 — — 2,952 (354) — 
COMMISSIONS Fe sae t ah ee eee eRe bused aye ee 1,349 199 101 (48) 3(f) 1,601 340 — 
Operatine expenses. Son uc sea aes er eet eee 2,425 104 41 — 2,570 540 26 
Premitim (axes: 2....c.e.geeacn. Spe ORae neat mer ae 116 116 42 — 
Interest: expenseiie..y-cs dk cae ae eae iar tee ee 159 — —_ — 159 49 — 
14,950 4,644 142 (48) 19,688 4,914 __ 26 

Operating Income (Loss) before Income Taxes, 

Non-Controlling Interests and Goodwill Charges... . 1,266 (152) (10) (80) 1,024 697 (99) 
IHCOME TAXES: Ae -adian etc aero. eto e LIES Pe Cm rate 3/95 8 G3) aS) _GB4) 3(g) 284 249 Gal) 
Net Income (Loss) before Non-Controlling Interests 

and Goodwill Charges...................0.000005 887 (94) (7) (46) 740 448 (58) 
Less: 
Non-controlling interests in net income of subsidiaries .. . 67 — — 38 3(h) 105 — 7 
Aimottizationzon 2oodwillitr-caerate eet een eae ee eee peas oS os eS _ 108 LS 
Total Net: Income: (oss) es esse Se ois oan te see 802 (94) (7) (84) 617 340 (65) 
Less: 
Participating policyholders’ net income (loss)........... 10 10 — — 
Dividendstongpreteredishates sarmnne retrace tee = — — a a (7) 
Common Shareholders’ Net Income (Loss) (Note 5) ... 792 (94) _@) (84) 607 333 (58) 
Basic Earnings per Common Share (Note 5) ......... 1.90 1.42 
Weighted average number of common shares outstanding 

(insmillions):((Note-5)) 4. eaten cee eaeee 416.2 11.0 4(a) 427.2 185.6 
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Note 
Ref. 


2(f) 


2(g) 


2(h) 


2(d) 


2(d) 


4(b) 


Pro Forma 


Consolidated 


1,553 


13,529 
3,058 
2,598 
1,941 
3,136 

158 
208 


24,628 


1,622 
492 


1,130 


112 
126 
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SUN LIFE FINANCIAL SERVICES OF CANADA INC. 


NOTES TO THE PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS 
(unaudited) 


1. BASIS OF PRESENTATION 


The unaudited pro forma consolidated financial statements (the ‘‘Statements’’) give effect to (i) the proposed 
acquisition of Clarica Life Insurance Company (‘‘Clarica’’) by Sun Life Financial Services of Canada Inc. (‘‘Sun 
Life’’) (the “‘Acquisition’’) and (ii) the acquisition by its subsidiary Sun Life Assurance Company of Canada (‘‘Sun 
Life Assurance’’) on October 31, 2001 of Keyport Life Insurance Company (‘‘Keyport’’) and Independent Financial 
Marketing Group, Inc. (*“‘IFMG’’), as if they had occurred as of September 30, 2001 for the purposes of the pro forma 
consolidated balance sheet and as of January 1, 2000 for the purposes of the pro forma consolidated statements of 
operations. The Statements have been prepared by management in accordance with Canadian generally accepted 
accounting principles including the accounting requirements of the Office of the Superintendent of Financial 
Institutions (Canada). 


The unaudited pro forma consolidated balance sheet as at September 30, 2001 and the unaudited pro forma 
consolidated statements of operations for the nine months ended September 30, 2001 and for the year ended 
December 31, 2000 have been prepared using the following information: 


(a) | Unaudited interim consolidated financial statements of Sun Life for the nine months ended September 30, 
2001; 


(b) Audited consolidated financial statements of Sun Life for the year ended December 31, 2000; 


(c) Unaudited interim consolidated financial statements of Clarica for the nine months ended September 30, 
2001; 


(d) Audited consolidated financial statements of Clarica for the year ended December 31, 2000; 


(e) Unaudited interim consolidated financial statements of Keyport for the nine months ended September 30, 
2001; 


(f) Audited consolidated financial statements of Keyport for the year ended December 31, 2000; 
(g) Unaudited consolidated financial information of IFMG for the nine months ended September 30, 2001; 
(h) Unaudited consolidated financial information of IFMG for the year ended December 31, 2000; and 


(i) Such other supplementary information as was considered necessary to reflect the Acquisition in the 
Statements. 


For the purposes of the Statements, the recently adopted accounting standards for business combinations (see 
Note 6) have been used to account for both the Clarica and the Keyport and IFMG acquisitions described above. 
Accordingly, the excess of the purchase price over the estimated fair value of the net assets acquired (including 
identifiable intangible assets arising from the acquisitions) has been allocated to goodwill. In accordance with these 
standards, goodwill arising from these two acquisitions is not amortized in the unaudited pro forma consolidated 
statements of operations. The Statements do not include the anticipated financial benefits that include cost savings 
arising from the two acquisitions nor do the Statements include the portion of restructuring and integration costs to be 
incurred by Sun Life. Certain elements of the Clarica consolidated financial statements have been reclassified to 
conform to the presentation used by Sun Life. 


The Statements are not necessarily indicative of the results of operations or the financial position that would have 
resulted had the acquisitions been effected on the dates indicated or the results that may be obtained in the future. The 
Statements should be read in conjunction with the description of the Acquisition and the financial statements of Sun 
Life and Clarica incorporated by reference in Clarica’s proxy circular dated January 11, 2002 (the ‘‘Circular’’). 


2. THE ACQUISITION OF CLARICA 


(a) Sun Life-has agreed to acquire all of the outstanding common shares of Clarica that are currently not 
beneficially owned by Sun Life or its subsidiaries (together, ‘‘Sun Life Financial’’) as general fund assets, 
for an ascribed price of $51.28 per Clarica common share payable in Sun Life common shares based upon 
an exchange ratio of 1.5135 Sun Life common shares per Clarica common share. Based on the assumptions 
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SUN LIFE FINANCIAL SERVICES OF CANADA INC. 


NOTES TO THE PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS — (Continued) 


(unaudited) 


as described below, approximately 185.6 million Sun Life common shares will be issued at an ascribed price 
of $33.88 per share, representing a value of approximately $6,288 million, plus estimated transaction costs 
(net of income taxes) incurred by Sun Life of $59 million. The Statements assume the following: 


(i) 


(ii) 


(iii) 


(iv) 


All of the 3.1 million outstanding Clarica stock options will become options to acquire Sun Life 
common shares prior to completion of the Acquisition under the terms of the Acquisition agreement; 


Sun Life Financial currently owns approximately 11.7 million common shares of Clarica acquired at a 
total cost of approximately $525 million; 


Excluding the Clarica common shares that are already owned by Sun Life, the total number of 
outstanding Clarica common shares is approximately 122.6 million as at September 30, 2001. All of 
these shares will be acquired by Sun Life under the terms of the Acquisition; and 


For purposes of purchase consideration, the ascribed price for the Sun Life common shares to be 
issued is $33.88 which represents the 5-day volume-weighted average closing price of Sun Life 
common shares for the period between two days prior to and two days after the announcement of the 
Acquisition on December 17, 2001. 


(b) For the purposes of the Statements, the Acquisition is accounted for using the recently adopted accounting 
standards for business combinations which are applicable to transactions completed after July 1, 2001 — see 
Note 6. 


(in millions of 
Canadian dollars) 


Total purchase consideration 


Purchase price. s+ 0th s G42 ooh oe Ree RE a ee ae $6,288 
Cost of Clarica common shares already beneficially owned by Sun Life Financial... 525 
Estimated! transaction.costsanetio, InCOmestaxe Surprise) tani ee ae eee 59 
"DOtah a. is te ax ca oad <Peacheseur: i cee hd Goa ea REROE tad aneevey eee Bae eee 6,872 
Net balance sheet assets acquired 
Carrying value of net balance sheet assets prior to the Acquisition ............... 2,942 
Estimated. fair value adjustments < 398. 22iee ec etae: kth Oe. RE an a ce 265 
Estimated fair valuc-ot net balance. sheet assets aCquited <0. . 2 aaa). 22s 0 oh as ee ci Sh PANyy/ 
LESS" CapiLali Zed COSIS —— NOG: 2( Ch tan tiker: cate pees the eee a, eee hia ed ene eee 129 
3,078 
Goodwill ore .ajibuent ot .nk Gosdeeets. Hie 2) 2eeliietepar. oo. seerdl..asck. gate IP $3,794 


The purchase price is allocated to balance sheet assets (including identifiable intangible assets arising from the 
purchase) and liabilities acquired based on their estimated fair value. Certain fair value adjustments to the Clarica 
balance sheet in connection with the Acquisition are described in Notes 2(b)(i) to (vi). The excess of the total purchase 
consideration over the estimated fair value of the net assets acquired, together with capitalized costs, is allocated to 


goodwill. 


The fair market value of Clarica’s invested assets and policy liabilities was determined by Clarica. With respect to 
accounting and actuarial policies or practice, any differences between Clarica and Sun Life have not been reflected in 
these amounts. Sun Life expects to make such adjustments at the closing of the Acquisition. Such adjustments may 
affect the value of assets, liabilities or goodwill and any such adjustments may be material. 


(i) 


Fair value adjustments to Clarica’s invested assets reflect the difference between estimated fair market 
value and carrying value of its investment portfolios, including an increase of $867 million in bond 
investments, $511 million in mortgage investments and $165 million in real estate investments, as 
well as a reduction of $271 million in stock investments. 
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SUN LIFE FINANCIAL SERVICES OF CANADA INC. 


NOTES TO THE PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS — (Continued) 


(c) 


(d) 


(e) 


(unaudited) 


These fair value adjustments amount to $1,272 million in total, of which $1,200 million represents 
adjustments to Clarica’s invested assets backing actuarial liabilities. As a result, Clarica’s actuarial 
liabilities have been increased by the corresponding amount. 


(ii) | Fair valuation of assets also includes the elimination of Clarica’s existing goodwill of $363 million 
and the recognition of certain intangible assets arising from the Acquisition, such as Clarica’s brand 
name, distribution network, licensing agreements and contractual rights, totalling approximately 
$625 million. Of the total intangible assets, approximately $525 million has been identified as the 
value of intangible assets that have finite lives and will be amortized over their estimated useful lives. 


(i) As part of the fair value adjustments, Clarica’s deferred net realized gains having a carrying value of 
$1,271 million have been eliminated. Actuarial liabilities have accordingly been increased by 
$987 million to reflect the estimated portion of the gains attributable to policyholder liabilities. The 
remaining $284 million deferred net realized gains are attributable to shareholders. 


(iv) Estimated fair value of the liability for Clarica’s employee future benefit plans is $30 million above 
their carrying value. 


(v) Estimated fair value of Clarica’s subordinated debt is $11 million below its carrying value. 


(vi) Other liabilities have also been increased by $334 million to reflect net income tax effects on the fair 
value adjustments to Clarica’s balance sheet assets and liabilities as described above. 


As a result of the Acquisition, Clarica will incur estimated costs of $129 million after income taxes, 
comprised of estimated integration costs of $73 million and transaction costs of $56 million. These costs 
will be capitalized as part of total acquisition costs. The estimated transaction costs of $59 million (after 
income taxes) incurred by Sun Life are included in the purchase consideration — see Note 2(b). 


Estimated integration costs to be incurred by Sun Life are $242 million, after income taxes. These costs will 
be recorded as an expense in the consolidated statement of operations of Sun Life following the completion 
of the Acquisition. The impact of this charge is excluded from the pro forma consolidated statements of 
operations. 


Clarica’s preferred shares will effectively become an issue of a subsidiary of Sun Life following the 
Acquisition. Accordingly, Clarica’s preferred shares and dividends have been reclassified to non-controlling 
interests. 


The Clarica shareholders’ equity has been eliminated to reflect the effect of the Acquisition. 


The pro forma consolidated statements of operations for the nine months ended September 30, 2001 and for the 
year ended December 31, 2000 incorporate the following adjustments: 


(f) 


(g) 


(h) 


Represents the elimination of amortization of net unrealized gains and net deferred realized gains 
attributable to shareholders as a result of fair market value adjustments to assets and liabilities in connection 
with the Acquisition — see Note 2(b)(i) and Note 2(b)(iii). 


Represents the amortization of identifiable intangible assets arising from the Acquisition — see Note 2(b) 
and Note 6. 


Represents the income tax effects of the above adjustments to the statements of operations. 


3. THE ACQUISITION OF KEYPORT AND IFMG 


(a) 


The acquisition of Keyport and IFMG by Sun Life Assurance was completed on October 31, 2001. The 
purchase price of U.S.$1,702 million (approximately $2,587 million at an effective exchange rate of 
$1.52/U.S.$) was paid in cash. This amount, together with $22 million of financing fees and expenses, net of 
income taxes, was funded by: 


(i) $1,329 million from Sun Life Financial’s cash resources; 
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SUN LIFE FINANCIAL SERVICES OF CANADA INC. 


NOTES TO THE PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS — (Continued) 
(unaudited) 


(ii) $950 million gross proceeds by the issue of Sun Life ExchangEable Capital Securities (““SLEECS’’) 
on October 19, 2001 which qualifies as Tier 1 regulatory capital of Sun Life and Sun Life Assurance; 
and 


(iii) $330 million gross proceeds from the issuance of 11 million Sun Life common shares on October 4, 
2001 at an offering price of $30.00 per share. 


(b) For the purposes of the Statements, the acquisition of Keyport and IFMG is accounted for using the recently 
adopted accounting standards for business combinations. These standards are applicable to transactions 
completed after July 1, 2001 — see Note 6. ~ 


(in millions of 
Canadian dollars) 


Total purchase iconsideration !/ 1%, ie ee Teor ee roy Se teed, cas ee $2,587 
Net balance sheet assets acquired 

Estimated, balance-ssheet_ assets,acquited «2... 2.5... 450-0 .+) 2 aReY Ror 25,054 

Estimated balance sheet liabilities accuited | a0 ppc eee ee een ee ee 24,389 

665 

Less capitalized: Costs — INOiG SUC) nc eae fe ie ce toatregs opts tia ote Ener eee aoe ee 76 

589 

GOOG WALL Si ay. saan = nae ead oa tee ci Ena eae Pep Re eR $1,998 


The purchase price is allocated to balance sheet assets (including identifiable intangible assets arising from 
the purchase) and liabilities acquired based on their estimated fair value. The adjustments from carrying 
value to estimated fair value at the closing of the acquisition of Keyport and IFMG are described in 
Notes 3(b)(i) and 3(b)(ii). The difference between the purchase price and the fair value of the net assets 
acquired, together with capitalized costs, is allocated to goodwill. 


(i) The fair value adjustments to the Keyport and IFMG balance sheet assets acquired are comprised of a 
reduction of $20 million in invested assets reflecting lower fair value relative to carrying value of 
these assets and a reduction of $88 million in future income tax assets. Existing intangible assets of 
$39 million have also been increased by $6 million to reflect the fair value of these assets. 


(ii) |The fair value adjustments to the Keyport and IFMG balance sheet liabilities acquired are comprised 
of a decrease of $6 million in policy liabilities and the elimination of deferred net realized gains of 
$90 million. 


(c) Costs relating to the acquisition of Keyport and IFMG, including restructuring costs to integrate the 
acquired businesses, are estimated to be $76 million, after income taxes. This amount is capitalized as part 
of total acquisition costs. 


(d) The pro forma consolidated balance sheet as at September 30, 2001 also incorporates the following 
adjustments: 


(i) | Represents the elimination of the equity of Keyport and IFMG as a result of their acquisition by Sun 
Life Assurance; and 


(ii) Represents expenses in connection with the issuance of SLEECS and Sun Life common shares to 
partially fund the acquisition of Keyport and IFMG as described in Note 3(a). 


The pro forma consolidated statements of operations for the nine months ended September 30, 2001 and for the 
year ended December 31, 2000 incorporate the following adjustments: 
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SUN LIFE FINANCIAL SERVICES OF CANADA INC. 


NOTES TO THE PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS — (Continued) 
(unaudited) 


(ec) Represents the foregone investment income on the funds of $1,329 million from Sun Life Financial’s cash 
resources — see Note 3(a)(i). The assumed interest rate on the cash funds is 6% per annum, based on the 
average yield earned on Sun Life Financial’s cash and short term securities in 2000. 


(f) Represents the elimination of inter-company transactions between Keyport and IFMG. 
(g) Represents the tax effects of the above adjustments to the pro forma consolidated statements of operations. 


(h) Represents the distributions paid on the SLEECS, net of income taxes, at an indicated yield of 6.865% per 
annum — see Note 3(a)(ii). 


4. EARNINGS PER SHARE 


Pro forma earnings per share for the nine months ended September 30, 2001 and for the year ended December 31, 
2000 have been calculated based on the estimated weighted average number of common shares on a pro forma basis, as 
described below. 


(a) The weighted average number of common shares of Sun Life is 420.9 million for the nine months ended 
September 30, 2001 and 416.2 million, on an adjusted basis — see Note 5, for the year ended December 31, 
2000. After giving effect to the issuance of 11 million Sun Life common shares in connection with the 
acquisition of Keyport and IFMG as described in Note 3(a)(iii), the pro forma weighted average number of 
common shares for both periods is 431.9 million and 427.2 million, respectively. 


(b) The pro forma weighted average number of common shares after giving effect to the acquisition of Clarica 
and the acquisition of Keyport and IFMG is 617.5 million for the nine months ended September 30, 2001 
and 612.8 million for the year ended December 31, 2000. The weighted average number of common shares 
in both periods reflect the issuance of both the 185.6 million Sun Life common shares as described in 
Note 2(a) and the 11 million Sun Life common shares as described in Note 3(a)(i1i). 


5. COMMON SHAREHOLDERS’ NET INCOME 


Sun Life Assurance, a directly owned subsidiary of Sun Life, completed the conversion from a mutual company to 
a stock company on March 22, 2000. To reflect the impact of the demutualization for the full reporting year, adjusted 
financial information such as common shareholders’ net income, basic earnings per share and weighted average number 
of common shares outstanding, as described in Note 24 to the Consolidated Financial Statements of Sun Life, has been 
used for Sun Life for the year ended December 31, 2000. 


6. GOODWILL AND OTHER INTANGIBLE ASSETS 


On August 1, 2001, The Canadian Institute of Chartered Accountants (“‘CICA’’) issued Handbook Section 1581, 
‘*‘Business Combinations’’, and Section 3062, ‘“‘Goodwill and Other Intangible Assets’’. These standards are generally 
consistent with the provisions of the recently published U.S. Financial Accounting Standards Board Statements 141 and 
142. 


Section 1581 defines the method of accounting to be applied to all business combinations completed after June 30, 
2001. Goodwill and certain intangible assets must be separately identified and recorded in the acquisition balance sheet. 


Section 3062 provides guidelines with respect to the accounting treatment of goodwill and intangible assets. 
Goodwill and indefinite term intangible assets are not required to be amortized, while other identified intangible assets 
should be amortized over the estimated useful life of the asset. On an annual basis, or when there is reason to suspect 
that their values have been diminished or impaired, these assets must be tested for impairment, and corresponding 
adjustments may be required. 
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SCHEDULE E 


DISSENT RIGHTS AGREEMENT 
THIS AGREEMENT is made as of the 11th day of January, 2002 


BETWEEN: 


CLARICA LIFE INSURANCE COMPANY, 
a company incorporated under the Insurance Companies Act (Canada), 
(hereinafter called ‘‘Clarica’’) 


— and — 
SUN LIFE FINANCIAL SERVICES OF CANADA INC., 


a company incorporated under the Insurance Companies Act (Canada), 
(hereinafter called ‘‘Sun Life’’) 


= and — 


EACH REGISTERED HOLDER OF CLARICA SHARES WHO DISSENTS 
FROM THE TRANSACTION RESOLUTION. 


RECITALS: 

A. WHEREAS under the provisions of the Insurance Companies Act (Canada) the holders of Clarica Shares do not 
have any right to dissent from the Transaction Resolution; 

B. AND WHEREAS Clarica and Sun Life have agreed to offer to registered holders of Clarica Shares, by contract, 
a contractual right to dissent from the Transaction Resolution; 

C. AND WHEREAS Clarica and Sun Life have entered into this Agreement to give effect to such contractual right 
of dissent and to set forth the terms and conditions with which registered holders of Clarica Shares must comply 
in order to exercise such right to dissent; 

D. AND WHEREAS each registered holder of Clarica Shares who exercises a right to dissent in accordance with 


the provisions of this Agreement shall be deemed to have accepted and agreed to be bound by the terms and 
conditions of this Agreement, including the Dissent Procedures. 


NOW THEREFORE in consideration of the mutual covenants and agreements herein contained and other good 


and valuable consideration (the receipt and sufficiency of which are hereby acknowledged) the parties agree as follows. 


let. 


ARTICLE 1 
INTERPRETATION 
Defined Terms. 
In this Agreement and in the Recitals hereto, the following terms shall have the following meanings: 
(a) ‘‘Agreement’’ means this Dissent Rights Agreement. 


(b) ‘‘Arbitrator’’ means a retired judge of the Ontario Superior Court of Justice selected by the Co-ordinator 
of ‘‘ADR Chambers: An Alternative Dispute Resolution Group’’ from the panel of arbitrators maintained 
by such body or any replacement body. 


(c) ‘‘Arbitration’’ means the proceeding conducted by the Arbitrator pursuant to the provisions of Article 4 of 
this Agreement. 


(d) ‘‘Automatic Exchange Time’’ has the meaning set forth in the Exchangeable Share Provisions; 


(e)  ‘*Certificate’’ means a share certificate issued by Clarica in the name of a holder of Clarica Shares and 
representing such number of Clarica Shares as is set forth on the face thereof. 


(f) | **Clarica Shares’? means common shares in the capital of Clarica. 
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(i) 


G) 


(k) 


(I) 


(u) 


(v) 


(y) 


‘(Demand for Payment”’ means the written notice sent by each Dissenting Shareholder to Clarica within 
the time period and containing the information set forth in section 3.7 hereof. 


‘‘Dissent Procedures’’ means those steps and procedures required to be taken or followed, those notices 
required to be given and all other matters required to be done pursuant to this Agreement in order to 
exercise a Dissent Right. 


‘‘Dissent Right’? means the right of a Registered Shareholder to dissent from the Transaction Resolution, 
and to be paid the fair value of its Clarica Shares in Sun Life Shares, in accordance with and upon the terms 
and conditions set out in this Agreement. 


‘Dissenting Shareholder’’ means a Registered Shareholder who exercises a Dissent Right in accordance 
with the terms of this Agreement, and who does not thereafter cease to be entitled to exercise a Dissent 
Right. 


‘‘Exchangeable Shares’? means the new class of exchangeable shares of Clarica having the rights, 
privileges, restrictions and conditions set forth in the Exchangeable Share Provisions. 


‘‘Exchangeable Share Provisions’’ means the rights, privileges, restrictions and conditions attaching to the 
Exchangeable Shares as set forth in Schedule I to Appendix 1 to Schedule A of the Proxy Circular, together 
with such additions, deletions or modifications as may be approved by Shareholders and Voting 
Policyholders at the Special Meeting. 


‘‘Non-Certificated Clarica Share’’ means a Clarica Share issued in connection with the demutualization 
of Clarica and registered in the name of the holder thereof and in respect of which no Certificate was issued 
to the holder thereof, or a Clarica Share subsequently acquired and registered in a non-certificated form. 


°*Non-Certificated Shareholder’? means a holder of Non-Certificated Clarica Shares. 


‘*Notice of Objection’’ means the written notice of objection to the Transaction Resolution sent to Clarica 
by a Registered Shareholder pursuant to section 3.3 hereof. 


‘*‘Notice of Resolution’? means the notice sent by Clarica to each Dissenting Shareholder pursuant to 
section 3.6 hereof confirming that the Transaction Resolution has been adopted. 


‘‘Offer to Pay’’ means the written offer to pay, sent by Sun Life to each Dissenting Shareholder pursuant to 
section 3.14 hereof, offering to pay for each Clarica Share in respect of which the Dissenting Shareholder 
has exercised a Dissent Right, that number of Sun Life Shares considered by the directors of Sun Life to be 
the fair value of a Clarica Share, accompanied by a statement showing how the fair value was determined. 


‘*Proxy Circular’’ means the proxy circular of Clarica dated January 11, 2002 sent to Shareholders and 
certain Voting Policyholders in connection with the Special Meeting. 


‘*Registered Shareholder’? means a Shareholder listed in the register of holders of Clarica Shares 
maintained by CIBC Mellon Trust Company, as the registrar and transfer agent for the Clarica Shares, and 
includes Non-Certificated Shareholders. 


‘‘Shareholder’’ means a holder of Clarica Shares. 


‘*Special Meeting’’ means the special meeting of Shareholders and Voting Policyholders to be held on 
Wednesday, March 6, 2002 at 10:00 a.m. in Toronto, Ontario, and any adjournment or postponement 
thereof, to consider and, if deemed advisable, to pass, the Transaction Resolution. 


‘*Sun Life Shares’? means common shares in the capital of Sun Life. 


‘*Transaction’’ means the change of Clarica Shares into Exchangeable Shares and the subsequent exchange 
of such Exchangeable Shares for Sun Life Shares. 


‘*Transaction Agreement”? means the agreement made between Clarica and Sun Life dated December 17, 
2001, as it may be amended from time to time, pursuant to which the parties agreed to enter into the 
Transaction. 


‘Transaction Date’’ means the date on which the Transaction becomes effective. 


‘*Transaction Resolution’’ means the resolution of the Shareholders and Voting Policyholders, adopted in 
accordance with the Insurance Companies Act (Canada), approving certain amendments to the by-laws of 
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Clarica required to implement the Transaction and consenting to the waiver of the application of Clarica’s 
shareholder rights plan to the Transaction, the text of which is annexed as Schedule A to the Proxy Circular. 


(aa) ‘*Voting Policyholders’’ means holders of Clarica participating policies and holders of Clarica non- 
participating policies issued by The Mutual Life Assurance Company of Canada on or before March 31, 
1995: 
1.2. Interpretation. 
In this Agreement, unless the context otherwise requires, words importing the singular include the plural and vice 
versa, and words importing gender include all genders. 


1.3. Headings. 


The headings included in this Agreement are for convenience of reference only and are not to be used to interpret, 
or to define or limit the scope of, any provision of this Agreement. 


ARTICLE 2 
OFFER OF DISSENT RIGHT AND BINDING AGREEMENT 
2.1. Offer of Dissent Right. 
Sun Life and Clarica hereby offer to each Registered Shareholder a Dissent Right, which right may be exercised 
only upon compliance with the terms and conditions set forth in this Agreement. 
2.2. Binding Agreement. 


Each Registered Shareholder who exercises a Dissent Right shall, upon sending a Notice of Objection to Clarica in 
accordance with section 3.3 hereof, be deemed to have accepted the offer of a Dissent Right made pursuant to 
section 2.1, and to have agreed to be bound by the terms and conditions of this Agreement in respect of the exercise of 
such right, without the necessity of taking any other action or formality of any kind, including the execution of this 
Agreement or a counterpart thereof or any other agreement, instrument or document evidencing the intention of such 
Shareholder to be bound by this Agreement. 


ARTICLE 3 
DISSENT PROCEDURES 
3.1. General Rule. 


In order to exercise a Dissent Right, a Registered Shareholder must comply with each and every provision of this 
Agreement to be observed or performed by it. The failure to comply strictly with any such provisions shall result in the 
loss of its Dissent Right. 


3.2. Right of Payment. 


A Registered Shareholder who complies with the provisions of this Agreement shall, in addition to any other 
rights it may have, have the right, on or after the Transaction Date, to be paid by Sun Life the fair value in Sun Life 
Shares of those Clarica Shares held by it in respect of which it exercises a Dissent Right. Such fair value shall be 
determined as of the close of business on the day before the Transaction Resolution was adopted and shall be expressed 
as a ratio of a number of Sun Life Shares for each such Clarica Share. 


3.3. Notice of Objection. 


A Dissenting Shareholder shall send to Clarica a Notice of Objection, to be received by it not later than 2:00 p.m. 
(Toronto time) on the business day before the Special Meeting. 


3.4. No Partial Dissent. 


A Dissenting Shareholder may only claim a Dissent Right under this Agreement with respect to all Clarica Shares 
held by it on behalf of any one beneficial owner and which are registered in the name of the Dissenting Shareholder. 
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3.5. Registered Shareholder Requirement. 


In order to exercise a Dissent Right, a holder of Clarica Shares must be a Registered Shareholder. Accordingly, a 
holder of Clarica Shares, other than a Non-Certificated Shareholder, must take all necessary steps to have any Clarica 
Shares in respect of which it wishes to exercise a Dissent Right, and which are registered in the name of a nominee, an 
investment dealer, a clearing agency or other intermediary, re-registered in the name of the Dissenting Shareholder, 
prior to sending to Clarica the Notice of Objection referred to in section 3.3, unless such Shareholder instructs such 
intermediary to exercise the Dissent Right on such holder’s behalf, in which case such intermediary must comply with 
all of the provisions of this Agreement in order to exercise the Dissent Right on such Shareholder’s behalf. 


3.6. Notice of Resolution. 


Clarica shall, within ten days after adoption of the Transaction Resolution, send to each Registered Shareholder 
who has filed a Notice of Objection a Notice of Resolution. A Notice of Resolution shall not be sent to any Shareholder 
who voted in favour of the Transaction Resolution or who has withdrawn its Notice of Objection. 


3.7. Demand for Payment. 


A Dissenting Shareholder shall, within twenty days after receiving the Notice of Resolution or, if the Shareholder 
does not receive such notice, within twenty days after learning that the Transaction Resolution has been adopted, send 
to Clarica a Demand for Payment containing: 


(a) the Dissenting Shareholder’s name and address; 
(b) the number of Clarica Shares in respect of which it dissents; and 


(c) ademand for payment of the fair value of such shares in Sun Life Shares. 


3.8. Sending of Certificate. 


(a) A Dissenting Shareholder other than a Non-Certificated Shareholder shall, within thirty days after sending a 
Demand for Payment pursuant to section 3.7, send the Certificate(s) representing the Clarica Shares in 
respect of which the Dissenting Shareholder dissents to Clarica or to CIBC Mellon Trust Company. 


(b) A Demand for Payment sent by a Dissenting Shareholder who is a Non-Certificated Shareholder shall be 
deemed (i) to constitute an irrevocable direction to CIBC Mellon Trust Company to issue a Certificate 
representing the Non-Certificated Shares owned by such Shareholder in respect of which such Demand for 
Payment has been sent and (11) to authorize the delivery on its behalf of such Certificate to CIBC Mellon 
Trust Company to be held in accordance with this Agreement. Upon sending such Demand for Payment, 
such Dissenting Shareholder shall be deemed for all purposes of this Agreement to have sent, and CIBC 
Mellon shall be deemed to have received, a Certificate representing such Non-Certificated Shares in 
compliance with paragraph (a) above. 


3.9. Forfeiture of Dissent Rights. 


A Dissenting Shareholder other than a Non-Certificated Shareholder who fails to send in its Certificate(s) in 
compliance with section 3.8 has no right to make a claim under this Agreement. 


3.10. Endorsing Certificate. 


Clarica shall cause its transfer agent to endorse on any Certificate received under section 3.8 notice that the holder 
is a Dissenting Shareholder under this Agreement. 


3.11. Certificates to be Held by Transfer Agent. 


Subject to sections 5.1(b) and 5.2(d) of the Exchangeable Share Provisions, any Certificate(s) sent to Clarica or to 
CIBC Mellon Trust Company in accordance with section 3.8 and endorsed by CIBC Mellon Trust Company as its 
transfer agent in accordance with section 3.10, together with any certificates representing Exchangeable Shares or Sun 
Life Shares to which a Dissenting Shareholder would otherwise be entitled as a result of the completion of the 
Transaction, shall be retained by the transfer agent on behalf of the Dissenting Shareholder until the earliest of (i) the 
date on which the Dissenting Shareholder accepts an Offer to Pay, (ii) the date on which the Arbitrator determines the 
fair value in Sun Life Shares of the Clarica Shares in respect of which the Dissenting Shareholder has exercised a 
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Dissent Right, and (iii) the date the Transaction is terminated in accordance with the provisions of the Transaction 
Agreement. 


3.12. Suspension of Shareholder Rights. 


On sending a Demand for Payment pursuant to section 3.7, a Dissenting Shareholder ceases to have any rights as a 
shareholder of either Clarica or Sun Life, other than its right to be paid the fair value in Sun Life Shares of its Clarica 
Shares as determined under this Agreement, except where: 


(a) either (i) the Dissenting Shareholder withdraws its Demand for Payment before Sun Life makes an Offer to 
Pay pursuant to section 3.14 or (ii) Sun Life fails to make an Offer to Pay pursuant to section 3.14 and the 
Dissenting Shareholder withdraws its Demand for Payment, in which case: 


(A) the Dissenting Shareholder’s rights are deemed to have been reinstated as of the date the Demand for 
Payment was sent; and 


(B) if the Automatic Exchange Time has occurred prior to the time of such withdrawal, the Dissenting 
Shareholder shall receive pursuant to section 5.1 (b) of the Exchangeable Share Provisions that 
number of Sun Life Shares as is equal to the Exchange Ratio for each Exchangeable Share held by 
such Dissenting Shareholder immediately prior to the Automatic Exchange Time; or 


(b) the Transaction is terminated in accordance with the provisions of the Transaction Agreement, in which case 
the Dissenting Shareholder’s rights are deemed to have been reinstated as of the date the Demand for 
Payment was sent. 


Without limiting the generality of the foregoing, on sending a Demand for Payment, a Dissenting Shareholder 
shall not have the right in relation to the Clarica Shares, the Exchangeable Shares into which Clarica Shares will be 
changed, or the Sun Life Shares for which the Exchangeable Shares will be exchanged: 


(x) to vote such shares; 
(y) to any dividends or other distributions in respect of such shares; or 


(z) to transfer such shares, except pursuant to section 3.13 hereof. 


3.13. Transfer of Shares. 


A Dissenting Shareholder is not entitled to transfer those Clarica Shares in respect of which it has exercised a 
Dissent Right or the Exchangeable Shares into which such Clarica Shares will be changed or the Sun Life Shares for 
which such Exchangeable Shares will be exchanged, except to a person who agrees in writing, in a manner satisfactory 
to Clarica and Sun Life, acting reasonably, to be bound by the provisions of this Agreement. 


3.14. Offer to Pay. 


Sun Life shall, not later than seven days after the later of the Transaction Date or the day Clarica received the 
Demand for Payment, send to each Dissenting Shareholder who has sent such a demand an Offer to Pay. Every Offer to 
Pay shall be on the same terms. An Offer to Pay may only be expressed as the number of Sun Life Shares into which 
Exchangeable Shares may be exchanged, and, for greater certainty, may not be expressed, or be required to be 
expressed, in cash or any other form of consideration {except that where the number of Sun Life Shares specified in 
such Offer to Pay is not a whole number, the Offer to Pay may provide that a cash payment in an amount to be 
determined in the method set out in the Offer to Pay shall be made in lieu of the delivery of a fractional Sun Life 
Share). An Offer to Pay lapses if Sun Life does not receive an acceptance thereof within thirty days after the offer has 
been made. 


3.15. Payment. 


Sun Life shall pay for those Clarica Shares in respect of which a Dissenting Shareholder has exercised a Dissent 
Right within ten days after an Offer to Pay has been accepted by such shareholder. 
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3.16. Application to Arbitrator. 


If Sun Life fails to make an Offer to Pay, or if a Dissenting Shareholder fails to accept an Offer to Pay, Sun Life 
may, within fifty days after the Transaction Date or within such further period as the Arbitrator may allow, apply to the 
Arbitrator to fix in Sun Life Shares the fair value of the Clarica Shares in respect of which any Dissenting Shareholder 
has exercised a Dissent Right. If Sun Life fails to apply to the Arbitrator in accordance with the preceding sentence, a 
Dissenting Shareholder may so apply for the same purpose within a further period of twenty days or within such further 
period as the Arbitrator may allow. 


ARTICLE 4 
CONDUCT OF THE ARBITRATION 


4.1. Governing Statute. 


The Arbitration conducted under this Agreement shall be governed by, and conducted in accordance with, the 
provisions of the Arbitrations Act 1991 (Ontario), unless the Arbitration is ‘“‘international’’ as defined in the 
UNCITRAL Model Law on International Commercial Arbitration, in which event the International Commercial 
Arbitration Act (Ontario) shall apply. 


4.2. Venue. 


The Arbitration shall be conducted in Toronto, Ontario at a place to be determined by the Arbitrator. 


4.3. Arbitration Procedures. 


The Arbitrator shall determine the rules and procedures for the conduct of the Arbitration, provided that such rules 
and procedures are not inconsistent with the provisions of the Arbitrations Act 199] (Ontario), and provided further 
that, to the extent reasonably practicable, the Arbitration is conducted in a manner that is consistent with a proceeding 
in the Ontario Superior Court of Justice (Commercial List) under section 190 of the Canada Business Corporations 
Act. 


4.4. No Security for Costs. 


A Dissenting Shareholder is not required to give security for costs in an application to the Arbitrator made 
pursuant to section 3.16. 


4.5. Parties to Arbitration. 
On an application to an Arbitrator under section 3.16, 


(a) all Dissenting Shareholders whose shares have not been purchased by Sun Life shall be joined as parties and 
shall be bound by the decision of the Arbitrator; and 


(b) Sun Life shall notify each affected Dissenting Shareholder of the date, place and consequences of the 
application and of its right to appear and be heard in person or by counsel. 


4.6. Powers of Arbitrator. 


The Arbitrator may determine whether any other person is a Dissenting Shareholder who should be joined as a 
party to the Arbitration, and the Arbitrator shall then fix the fair value in Sun Life Shares for the shares of all 
Dissenting Shareholders. 


4.7. Appraisers. 


The Arbitrator may in its discretion appoint one or more appraisers to assist the Arbitrator in fixing the fair value 
in Sun Life Shares for the shares of the Dissenting Shareholders. 
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4.8. Final Order. 


The final order of the Arbitrator shall be rendered against Sun Life in favour of each Dissenting Shareholder and 
Shall be expressed as a ratio (as fixed by the Arbitrator) of a number of Sun Life Shares for each Clarica Share 
determined as of the close of business on the day before the Transaction Resolution was adopted. 


4.9. Additional Amount. 


In addition to fixing the ratio in section 4.8, the Arbitrator may, in its discretion, order an additional amount 
(payable in Sun Life Shares) to be paid to Dissenting Shareholders to take into account, among other things, the time 
between the Transaction Date and the date of payment, and the relative success of the Dissenting Shareholders in the 
Arbitration. 


4.10. Nature of Consideration. 


Notwithstanding anything to the contrary contained in this Agreement, a Dissenting Shareholder shall only be 
entitled to receive Sun Life Shares as payment for the fair value of those Clarica Shares in respect of which it has 
exercised a Dissent Right; provided, however, that in the event that the Arbitrator determines that a fractional Sun Life 
Share would otherwise be issuable to a Dissenting Shareholder, the Arbitrator shall specify a method for determining 
the cash value of such fractional Sun Life Share and the Dissenting Shareholder shall be entitled to receive payment of 
such cash amount in lieu of delivery of such fractional share. 


4.11. Request for Sale of Sun Life Shares. 


At the written request of a Dissenting Shareholder, which must be received by Sun Life not later than 30 days after 
a final order has been rendered under section 4.8, Sun Life will arrange for the sale in the market, on behalf of the 
Dissenting Shareholder, of any of the Sun Life Shares issued to such Dissenting Shareholder pursuant to such final 
order at then prevailing market prices without payment by the Dissenting Shareholder of any fees or commission in 
connection with the sale. 


ARTICLE 5 
GENERAL PROVISIONS 
5.1. Notices. 
Any notice, communication, application or demand (a ‘‘Notice’’) required or permitted to be given or made 
hereunder shall be sufficiently given or made for all purposes if (i) delivered personally to the person to whom the 


Notice is directed, (ii) sent by registered mail, postage prepaid, or (111) transmitted by facsimile, in each case to the 
addresses set out below: 


(a) if to Clarica: 


Clarica Life Insurance Company 
227 King Street South 

P.O. Box 1601, STN Waterloo 
Waterloo, Ontario 

N2J 4C5 


Attention: Senior Vice-President, General Counsel and Corporate Secretary 
Facsimile: 519-888-2173 


(b) if to Sun Life: 


Sun Life Financial Services of Canada Inc. 
150 King Street West 

14th Floor 

Toronto, Ontario 

M5H 1J9 


Attention: Executive Vice-President and Chief Legal Officer 
Facsimile: 416-260-8318 


E-7 


(c) if to a Dissenting Shareholder, to the most recent address of such Shareholder as is maintained in the books 
and records of Clarica’s transfer agent, CIBC Mellon Trust Company; 


(d) if to CIBC Mellon Trust Company: 


CIBC Mellon Trust Company 

6th Floor 

320 Bay Street 

Toronto, Ontario 

M5H 4A6 

Attention: Vice-President, Client Services 
Facsimile: 416-643-5570 


(e) if to the Arbitrator: 


c/o Co-ordinator 

ADR Chambers: An Alternative Dispute Resolution Group 
Suite 1100 

48 Yonge Street 

Toronto, Ontario 

MSE 1G6 

Facsimile: 416-362-8825 


All such Notices shall be deemed to have been received on the date when delivered personally or when transmitted 
by facsimile or electronic means, or, if sent by prepaid registered mail, three business days following the date that the 
Notice is mailed. Notice of a change of address will also be governed by this section 5.1. 

5.2. Severability. 


Each of the provisions of this Agreement is distinct and severable, and, accordingly, if any provision of this 
Agreement is determined to be invalid, void or unenforceable in whole or in part, such determination shall not affect, or 
be deemed to affect, the validity or enforceability of any other provision of this Agreement. 


5.3. Entire Agreement. 


This Agreement constitutes the entire agreement between the parties respecting the subject matter hereof. There 
are no representations, warranties, covenants or agreements with respect to the subject matter hereof except as 
expressly set forth in this Agreement. 


5.4. Waiver. 


No waiver of any provision of this Agreement will constitute a waiver of any other provision, nor will any such 
waiver constitute a continuing waiver. 


5.5. No Assignment. 


This Agreement, including the rights and benefits hereunder, may not be assigned in whole or in part by the parties 
hereto to any other person. 


5.6. Enurement. 


This Agreement shall enure to the benefit of and shall be binding on the parties hereto and their respective 
successors, heirs, executors or personal representatives. 


5.7. Time of Essence. 


Time is of the essence of this Agreement. 


5.8. Governing Law. 


This Agreement shall be governed in all respects by the laws of the Province of Ontario and the federal laws of 
Canada applicable therein. 
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IN WITNESS WHEREOF Clarica and Sun Life have executed this Agreement as of the date above written 


CLARICA LIFE INSURANCE COMPANY 


by: Mary E. Duncan”’ 

Name: Mary E. Duncan 

Title: Senior Vice-President, General Counsel and 
Corporate Secretary 


SUN LIFE FINANCIAL SERVICES OF CANADA INC. 


by: Paul W. Derksen”’ 


Name: Paul W. Derksen 
Title: 


Executive Vice-President and 
Chief Financial Officer 


by: Thomas A. Bogart”’ 


Name: Thomas A. Bogart 


Title: Executive Vice-President and 


Chief Legal Officer 
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